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MAKING FREE ENTERPRISE FREE 


S indicative of the thinking of 
forward-looking business exec- 
utives on the preservation of 

free enterprise, we commend for 
reading the address of W. A. Patter- 
son, president of the United Air 
Lines, which will be found on other 
pages of this issue. Instead of spend- 
ing time deploring the evils which are 
said to be destroying our economic 
structure, he faces squarely about to 
ask industry to look for the weak 
spots in its armor to see whether it 
possibly may be responsible for some 
of the agitation which has been wor- 
rying leaders of commerce. 


For Mr. Patterson reads into his 
definition of real free enterprise none 
of the bombastic individualism which 
was so well expressed by “the-public- 
be-damned” viewpoint of another era, 
and which has been carried along 
with such fervor by those who seek 
to promote “The American Way” 
for their own particular end. In ef- 
fect, the airline official declared that 
the old idea of free enterprise was to 
leave the field free for exploitation 
by those who would avoid their ob- 
ligations to society and in general be 
affluent but undesirable citizens of the 
world of commerce. 


What he had to say about the in- 
novations which own company 
has made to bolster up any weak spots 
in the free enterprise system is a re- 
freshing and interesting summary of 
social advances. Undoubtedly, other 
industries are doing the same thing, 
probably in different ways, but Mr. 
Patterson reveals himself as a leader 
whose ideas are bound to carry great 


his 


weight in the effort of free enterprise 
to widen its sphere of influence. 

But what about the insurance busi- 
ness? What does free enterprise 
mean there? In the past, and to a 
great extent currently, some groups 
have attempted to kidnap the phrase 
for their own purposes. They would 
have the insuring public believe that 
any type of carrier which does not 
conform to stock organization and 
practices is an enemy of freedom, a 
subversive influence seeking to social- 
ize American life. 

Although this campaign does not 
take fire very readily, the stocks still 
like to plant it in books and pam- 
phlets, public speeches and other ut- 
terances of men in high places. Mr. 
Patterson with characteristic astute- 
ness did not allow any misinterpreta- 
tions of his use of the term. He put 
a reverse English on it. If compan- 
ies are to be free, they must so con- 
duct themselves as to give freedom 
to those with whom they deal as work- 
ers or customers. 


Stock insurance has one set 
standards with respect to the free 
enterprise system applying to them, 
and another for the buyer. Their 
idea seems to be that freedom of en- 
terprise means freedom for the com: 
panies, and certain groups of agents, 
to do much as they please, but if the 
public, including any other type of 
carrier, harbors different notions, 
then policyholder freedom should be 
restricted through arbitrary agree- 
ments or legislative curbs which 
would force the business into stock 
channels. 


of 
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What are some of these agree- 
ments and legislative barriers? They 
deal with matters such as equity rat- 
ing and other manipulated rating 
schemes that have nothing to do with 
risk hazards; the separation agree- 
ments which restrict the freedom of 
the independent agents to represent 
whomsoever they choose; boycotting 
agreements and the reciprocity rack- 
ets; countersignature requirements 
and legislation designed to force the 
public to deal with one type of agent ; 
laws restricting competition by limit- 
ing the lines of insurance which cer- 
tain types of carriers may write; 
mortgagees denial to borrowers of the 
right to select their Gwn insurance 
carriers; unfairly discriminatory 
agreements like that entered into with 
the HOLC; and others. 


Certainly one of the fundamental 
principles of the free enterprise sys- 
tem is a competitive structure under 
which the individual units strive for 
public favor on the merits of the serv- 
ice or the goods they have to offer. 
Yet in insurance we see those who 
iear that they are losing out under 
such a system, resort to all manner 
of devices which are contrary to free 
enterprise in order to coerce the pub- 
lic to do business with them whether 
or not it wants to do so. 


It is this rule or ruin idea in the 
name of free enterprise which has 
lead the industry into the difficult sit- 
uation presented by the issue as to 
whether the rule laid down in Paul 
v. Virginia shall continue. This issue 
might not have arisen if state regula- 
tion had not been flouted and the pub- 
lic interest forgotten in good old Mis- 
souri. 


The mutuals believe the principles 
of state regulation are sound and in 
keeping with the free enterprise sys- 
tem in its truest sense. If free enter- 
prise had not been assaulted in the 
famous Missouri compromise, and if 
attempts elsewhere had not been 
made to pervert the free enterprise 
system by forcing a planned insur- 
ance economy on the insurance buyer, 
the business perhaps would not be 
faced with the dilemma that confronts 
it at this moment. 


We hope a way will be found to 
establish actual free enterprise in the 
insurance industry which will give 
every clean insurance company, or 
agent, a fair opportunity to go after 
business without unjust restrictions 
by any heavy hand, whether it be 
state, national or private. Other busi- 
ness is making substantial progress in 
this direction and there is no reason 
why insurance should not or cannot. 
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CAN WOMEN SELL 
INSURANCE 


ERE and there one hears gossip 

among insurance men that it is 
rumored some companies have been 
driven to recruit women to do men’s 
work even in the job of going out to 
get new business. The information 
is often given in a whisper as if a 
possible catastrophe is creeping up on 
the insurance industry. 


We would not attempt in these 
columns to solve the question of man 
v. womanpower, but officials and sales 
managers may get some light and 
consolation from the speech of Bea- 
trice Jones of the Guardian Life of 
New York before a meeting of the 
Women’s Section of the NALU re- 
cently held in Pittsburgh. Can it be 
possible that production departments 
in fire and casualty companies have 
been overlooking something ? 


“As a result of this state of mind in 
the industry, a study was made to find 
the facts concerning the business of wo- 
men agents. Time out of mind it has 
been stated and as long accepted that 
certain conditions apply to business writ- 
ten by women. To find the truth or fal- 
lacy of these statements, one hundred 
women, representing 26 companies in 63 
different loca.ities throughout the coun- 
try, agreed to cooperate by furnishing 
factual information on ten recent sales 
to women, 


“One-third of this group supplied in- 
formation on recent sales to men in ad- 
dition to their sales to women. To the 
women who made this study possible we 
are indebted deeply and we trust the 
results will justify the time and energy 
they gave. 


Size of Cases Written 


“The first item we sought to establish 
was the size of cases written by women 
—it has long been held that women usu- 
ally write small cases. We found that 45 
per cent of sales by women were in 
amounts ranging from $1,000 to $2,500; 
19 per cent from $2,500, to $5,000 and 36 
per cent were cases of $5,000 or over. 
This seems to show cleariy that women 
are getting their full share of the sub- 
stantial cases sold today. Where do 
these prospects come from? Our study 
reveals that women sell 26 per cent of 
their business to people unknown before 
the first interview; 54 per cent is sold 
to people known for more than one year 
—which represents the normal experi- 
ence of both men and women since 74 
per cent of the people buy their life in- 
surance from agents known to them. 

“Another interesting disclosure was 
the fact that agents selling to strangers, 
sell promptly or not at all. Multiple 
interviews rarely characterize sales to 
strangers. 

“In studying sources of prospects we 
found that 49 per cent of sales by women 
agents resulted from referred leads—and 
12 per cent from office leads. Only 5 per 
cent of sales by women resulted from 
cold canvass. This tendency on the part 
of women agents to secure business from 
referred leads or endless chain method, 
seems to refute conclusively the old the- 





ory that women find their prospects 
among friends or relatives and when 
these sources are exhausted the woman 
agent is through. 


First Interview Sales 


“The resuits of the question on number 
of interviews necessary for closing a sale 
revealed a particularly interesting fact— 
61 per cent of women’s sales close on the 
first sales interview—25 per cent on the 
second interview and only 3 per cent re- 
quired 4 or more interviews to close. It 
is evident from these figures that women 
work when they work which disposes of 
the hackneyed theory that women are 
wasters of time. 


WAR DUTIES 


HE words of James M. Landis, 

former Director, U. S. Office of 
Civilian Defense, in a recent an- 
nouncement of the work of that di- 
vision emphasize a point too often 
neglected in our thinking about es- 
sential but humdrum wartime duties. 


“The work of Civilian Defense is not 
glamorous. When local wartime prob- 
lems are solved, when production figures 
go up because community health and 
living conditions improve, when big to- 
tals of salvage, of food, and of War 
Bond saies are added up, we don’t see 
the day-by-day actions that went into 
them—the hours of leisure given up, the 
trudging from door to door, the commit- 
tee meetings, the loyal doing of appar- 
ently unnoticed volunteer chores. Even 
where there is an element of drama, as 
in rehearsals of defense forces simulat- 
ing air raid conditions there are behind 
this drama hours of methodical, careful 
training by Defense Corps volunteers. 
It is the countless unsung actions, added 
together, that make up the real story of 
Civilian Defense. 


“There is a tempering of one’s soul 
that comes from doing an unglamorous 
job and doing it well. It is the thought 
that this job at hand—no matter how 
small it may seem—is helping to bring 
our whole nation one step nearer to Vic- 
tory. By directly supporting those of 
our own flesh and blood who are fighting 
for the belief in freedom, Civilian De- 
fense workers the country over are help- 
ing to preserve the way of life we want 
to see endure on earth.” 


COMMISSION MEETING 
DATES CHANGED 


T the meeting of the Executive 
Committee of the National As- 
sociation Gf Insurance Commission- 
ers, held at the Edgewater Beach Ho- 
tel, Chicago, on October 7 it was de- 
cided because of certain war time 
emergencies that the place of the 
winter meeting would be changed 
from the Pennsylvania to the Com- 
modore Hotel in New York, the 
dates to be November 29-30 and De- 
cember 1, with a session of the Ex- 
ecutive Committee preceding on 
Sunday, November 28. 
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“Inland Marine” --and How It Grew 


Hot Spot in Controversy over Spheres of 
Insurance Coverage in Much Disputed Field 


BY PAUL H. WILLIAMS 


Y law, by habit and by con- 

firmed thinking of most of its 

personnel, American  insur- 
ance has from almost its earliest 
times been divided into rigid pigeon 
holes—life, fire, marine, casualty and 
surety. Even though most fire com- 
panies are also chartered as marine 
writers and though the bulk of the 
surety business is written by casualty 
companies which also have surety 
charters, the distinction between these 
two sets of protection has always 
been recognized. This has been in 
bold contrast to the situation in most 
other countries, where an insurance 
company is an insurance company 
and may write practically any risk 
its officials deem acceptable. 





From time to time, persons in the 
insurance business in this country 
have made proposals for an abolition 
or relaxing of these distinctions, so 
far without success. When they do 
this, they are usually regarded as 
bold pioneers or perhaps radicals, 
striking at a cornerstone of Ameri- 
can insurance. But the truth 1s that 
there has been sharp overlapping for 
many years between the different 
classes of carriers and it is becoming 
more and more intensified each year. 


What is making this situation par- 
ticularly apparent is the new tendency 
in fire insurance forms. By covering 
household goods away from the in- 
sured’s premises, they are for the 
first time giving the small insured a 
measure of marine coverage. If the 
fire policy includes extended cover- 
age, the insured has pretty broad pro- 
tection, and protection which he fof- 
merly could get only from the marine 
department of the company. 


While this innovation has aroused 
interest and discussion everywhere, it 
really is an innovation only for the 
small insured. For many years, busi- 
ness firms could obtain this coverage 
under fire policies, through class 
floaters, general floaters, general cov- 
er contracts, Interstate Underwriters 
Board forms and single state report- 
ing forms. In addition to covering at 
listed locations, all these policies cover 
to some extent at non-listed places. 
So this development, while well pub- 
licized, is nothing new, just an exten- 
sion of previous practice. 





Photo by Acme 


The argument has been settled about what companies can carry burglary risks 
by letting almost everybody do it. 


The important feature of these new 
household furniture forms, however, 
is that for perhaps the first time they 
bring fire insurance available to even 
the smallest personal buyer in direct 
conflict with inland marine forms. 
For a number of years, except in the 
fringe of states around the North At- 
lantic seaboard, marine carriers, un- 
der the personal property floater, have 
been taking desirable household fur- 
niture lines away from fire carriers— 
the switch often being made from the 
fire to the inland department of the 
same company. This process often 
also resulted in a desirable residence 
burglary insurance line being lost. 
Perhaps the loser was an affiliated 
casualty company. 

Now the worm may be turning. 
We find fire insurance company men 
pointing out to agents and the public 
that they can carry a combination of 
fire insurance with extended coverage 
under these new forms and burglary 
insurance and get coverage almost as 
extensive as the personal property 
floater and at less cost. 

The burglary departments of cas- 
ualty companies are cooperating in 
this campaign and at the same time 
doing a lot of “worm turning” them- 
selves. Probably the greatest losers 





in these underwriting civil wars were 
the burglary underwriters. They lost 
many a good personal line to the per- 
sonal property floater and many a 
commercial line to inland marine and 
surety companies. After years of 
rather cautious experiment, they 
broadened their residence policies to 
include disappearance and also to 
cover burglary, theft, robbery and dis- 
appearance losses away from _ the 
premises. The combination of avail- 
able fire and burglary coverages is 
some competition to the personal 
property floater. It is not as broad as 
“all risks” coverage, which the float- 
er provides, but it covers the risks 
which will be of most concern to the 
average person and should be real 
competition, if the rates can be kept 
in line. 
ee @« ®@ 


HERE has been constant sniping 

between the marine and burglary 
carriers for several years on these 
personal risks. When the residence 
burglary policy was broadened, the 
personal property floater usually fol- 
lowed suit and vice versa. Coverage 
of damage to the insured’s residence 
from burglary or attempt thereat and 
coverage on money and securities are 
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good examples. The marine com- 
panies promptly took notice of the 
new residence burglary policy by in- 
creasing the amount of personal prop- 
erty floater coverage on money to the 
burglary policy level and also by of- 
fering a 50% discount on the per- 
sonal effects floater, with an endorse- 
ment excluding the perils covered by 
the residence burglary contract. 


In the commercial field, the same 
thing has been going on. Burglary 
departments of casualty companies 
are now writing many all-risks poli- 
cies, such as the premises all-risks, 
messenger all-risks, accounts receiv- 
able, valuable papers destruction, safe 
deposit all-risks, etc., all aimed at in- 
land marine competition. The ex- 
pression “burglary” applied to these 
departments long ago became a joke. 
Warehousemen’s legal liability insur- 
ance was the subject of a real struggle 
and was finally awarded to the bur- 
glary departments by agreement, al- 
though this was not binding in all 
states. 


Another field of competition to the 
burglary departments was found in 
the surety companies—or in the 
surety departments of the same com- 
panies. When Lloyds of London in- 
vaded the American bank insurance 
field with its broad bankers blanket 
bonds, the casualty companies lost 
much desirable burglary and robbery 
insurance. The counter-blow was 
struck, not by the burglary depart- 
ments, but by the surety companies 
or departments. They took up bank- 
ers blanket bonds, on the theory that 
they begin with fidelity protection 
and, after years of competition with 
Lloyds, these contracts cover a mul- 
titude of hazards, including such ap- 
parently fire insurance perils as riot 
and civil commotion. Again, the bur- 
glary departments were the losers. 


The burglary carriers are apparent- 
ly not going to fight back on the bank 
bond business, although they have 
worked out a standard bank burglary 
and robbery policy with the American 
Bankers Association, which has been 
broadened many times and kept some 
business, particularly excess cover- 
age. But, when Lloyds began adapt- 
ing bankers blanket bonds to other 
businesses, the burglary departments 
combined with their surety affiliates 
to produce the comprehensive disap- 
pearance, dishonesty and destruction 
policy which is the same thing under 
another name. Meanwhile, the surety 
companies extended their blanket 
bond idea to other financial risks, 
such as building and loan associations 
and credit unions. Just recently, they 
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even solicited the business of the in- 
surance companies themselves by of- 
fering an insurance companies blanket 
bond. 


Even in other fields not so obvi- 
ously overlapping this inter-depart- 
ment competition is going on. For 
years the accident and health business 
has been divided between life and cas- 
ualty companies, a strange parent- 
hood, but apparently an amicable one. 
Now the old distinction between lia- 
bility and accident insurance is being 
weakened, as medical payments cov- 
erage is being sold widely, first as an 
adjunct to automobile liability poli- 
cies and more lately on residence li- 
ability, farm liability and employers 
liability policies for domestic and 
farm servants. It seems only a mat- 
ter of time before someone will offer 
medical payments insurance on other 
liability risks. 

Probably much of the reason for 
this confused situation lies in the fact 
that the different insurance lines 
never were as closely defined as most 
insurance men thought. Casualty in- 
surance particularly, is almost impos- 
sible of an exact definition. It in- 
cludes accident and health insurance, 
hospitalization, workmen’s compensa- 
tion, public liability, automobile lia- 
bility, plate glass, burglary and rob- 
bery power plant and a host of mis- 
cellaneous coverages. Many a col- 
lege professor has finally been forced 
to define casualty insurance as that 
insurance “which is not fire, marine 
or life insurance or suretyship”. Be- 
ing a newer line than fire or life, it 
seemed to take in most of the new 
lines and thus never acquired a dis- 
tinctive character. Some of its lines, 
such as burglary, plate glass and 
power plant, are nothing but prop- 
erty insurance and thys conflicts with 
fire and marine insurance were in- 
evitable, if the men in the different 
fields were to show reasonable ambi- 
tion and desire to expand their busi- 
nesses. 

ee @ @ 


NLAND marine insurance got its 

highly flexible character from its 
descent from ocean marine insurance. 
Any risk on water could be covered 
by an ocean marine carrier and the 
other branches of insurance never 
worried about it. When the inland 
marine underwriters began to expand 
after the last war, they brought with 
them the accepted power to write in- 
surance against all risks—and then 
the fun began. Fire insurance was 
traditionally insurance against speci- 
fic perils. Once these companies be- 
gan to write insurance against perils 
other than fire, such as windstorm, 








there was no limit to the number of 
perils they could assume. Because 
nobody knew exactly what to do with 
automobile insurance when it began, 
automobile fire and theft insurance 
was assigned to the fire companies 
and eventually it grew into all-risks 
insurance, under the name of the 
comprehensive automobile _ policy. 
Since the fire insurance departments 
now write one item of property 
against all risks, what is there to stop 
them against doing the same for 
others ? 


The history of the business is not, 
of course, one of uninterrupted com- 
petition and constantly increasing 
overlapping. The outstanding attempt 
to provide a brake on this kind of 
competition was the uniform defini- 
tion of marine insurance, adopted in 
1933 with the blessing of the Na- 
tional Association of Insurance Com- 
missioners and put in force in 40 
states and the District of Columbia 
though later rescinded by four states. 


The uniform definition was pre- 
ceded by at least ten years of bitter 
intramural competition, mostly be- 
tween fire and marine underwriters 
but partially also between marine and 
casualty companies. The growth of 
the chain store and other multiple 
business locations on a widespread 
and interstate basis found the fire 
companies unready to provide flexible 
blanket coverage for these businesses. 
Insurance buyers of these corpora- 
tions disliked buying separate polli- 
cies on each of their locations, under 
such differences of rates and forms 
as were prescribed or customarily 
used in the various states. The ma- 
rine underwriters stepped into the 
breach, falling back on the old theory 
that any risk which involved trans- 
port hazards was a proper subject for 
marine insurance. By including trans- 
portation coverage—often a minor or 
even imaginary hazard—the marine 
carriers wrote many of the biggest 
risks under “floater” forms, and the 
fire companies lost some of their best 
premiums, often to the marine de- 
partment of the same company. Cas- 
ualty companies at the same time lost 
some of their burglary and other 
business, as the marine carriers in- 
cluded many of these perils in the one 
contract. 


After a number of conferences, 
aided by pressure from state super- 
vising authorities, the fire companies 
finally regained much of this busi- 
ness, first by general cover contracts 
and finally by the organization of the 
Interstate Underwriters Board to 
handle these risks. Similar coverage 











for risks located within one state was 
developed through single state re- 
porting and provisional reporting 
forms, which provided flexible cover- 
age at a number of locations, with the 
premium arranged on a reporting ba- 
sis. Since then, these forms have 
been constantly liberalized and their 
use extended, despite the fact that at 
one time they seemed to violate all 
the canons of fire insurance. 


HE marine companies, tradition- 

ally unregulated, continued their 
“invading” tactics, and, to make mat- 
ters worse, began engaging in rate 
and coverage wars among themselves. 
When the stock market crashed in 
1929, and an insurance company 
could no longer recoup its underwrit- 
ing losses through its investment de- 
partment, insurance commissioners 
became thoroughly alarmed at the 
dangers to the companies. Again 
under pressure, the Inland Marine 
Underwriters Association was 
formed, and this organization has 
provided considerable stability for the 
business. The uniform definition, 
outlining what a marine carrier may 
and may not write, was the last step, 
and it was fervently hoped that it 
would end overlapping troubles. 

The definition certainly helped, but 
it did not end the wars, largely be- 
cause there seems no way to do it 
without freezing both the insurance 
business and the general progress of 
the business world. One major 
trouble with the definition was that 
it outlawed several coverages which 
the buying public wanted. Thus 
from the start many insurance men 
regarded it as an attempt to save for 
the fire and casualty companies busi- 
ness which they deserved to lose, be- 
cause the marine companies provided 
better coverage. The personal prop- 
erty floater, prohibited by the defini- 
tion, was the outstanding example of 
this. Public demand was so strong 
for this coverage that state after state 
made an exception to the definition 
to permit this. At present 26 states 
and the District of Columbia permit 
the personal property floater, so there 
is a large hole in the original defini- 
tion. Probably it would have been 
wiser never to have included that pro- 
hibition. A number of other excep- 
tions, such as permitting furriers to 
issue insurance certificates on furs 
sold or stored by them, have also been 
made in many states. 

A joint committee on interpreta- 
tion and complaint passes on close 
questions of whether a particular line 
falls under the definition. On the 
whole the definition has been a sta- 
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bilizing influence and most insurance 
men approve of it. On the other 
hand, it certainly has not eliminated 
competition between classes of car- 
riers, simply because most of the lines 
on which this competition now exists 
may fairly and traditionally be con- 
sidered as proper to both types of 
companies. Hence, it seems very 
doubtful if any similar definition in 
other fields could be expected to do 
much toward reducing this competi- 
tion. 

There is every reason to believe 
that this intramural competition will 
become more instead of less intense, 
unless some sort of rate or coverage 
war causes financial consequences. 
What it will eventually cause is be- 
yond any reasonable power of proph- 
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ecy. Maybe it will bring about, in- 
directly and with few people realizing 
it at the time, a general breakdown of 
insurance pigeonholes and _ perhaps 
abolition of charter distinctions. Per- 
haps the theoretical divisions will be 
maintained, but they will be practi- 
cally abolished by judicious use of 
terminology. It seems very certain 
that the public is entirely for broad- 
ened coverages and there should al- 
ways be enough underwriters and 
producers anxious enough to expand 
their business to satisfy this desire. 
Unless some drastic event causes a 
reaction, with the aid of insurance 
supervising authorities, it seems like 
a good bet that a return to the “good 
old days” of highly restricted writing 
is not in the cards. 


TUTTI LAU UUUAUAU LULL LU UU 


Mutual Engineers To Meet 
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yy. important meeting of the Asso- 
ciation of Mutual Fire Insurance 
Engineers will be held at the Medinah 
Club in Chicago, Illinois, on October 
19 and 20. Rapidly changing condi- 
tions in connection with the fire safe- 
ty of both mercantile and industrial 
plants make it especially important 
for company inspectors and engineers 
to study the latest developments. Con- 
siderable attention will also be given 
to the expected fire hazard of the re- 
conversion period to follow the pres- 
ent war. 

There is an increasing use of the 
infra red process of paint and lacquer 
drying in connection with industrial 
processes. Considerable apprehen- 
sion is felt among fire protection men 
as to whether this and other new uses 
for electrical energy will result in 
another era of overloaded electrical 
systems. It is planned that this prob- 
lem will be discussed by a competent 
electrical authority who will give sug- 
gestions to the inspectors and engi- 
neers present so that they may antic- 
ipate and avoid such increased hazard 
in mutually insured plants. 

One of the important problems fac- 
ing fire insurance companies is that of 
the probable maximum loss from fire 
at a particular location. The figure 
given in a particular case is frequent- 
ly the result of a composite judgment 
of the underwriter and the engineer. 
If their understanding of the term 
“probable maximum loss” is at vari- 
ance, the company’s estimate of this 
factor may be far from accurate. 
Discussion on this subject will be led 
by Harry Lee, assistant manager of 
the Mill Mutual Fire Prevention 
Bureau. 


Increased attention is being given 
to the problem of salvage following 
fire loss. Many times insurance com- 
pany inspectors have an opportunity 
to advise assureds regarding measures 
which will make salvage of damaged 
stock more effective. The problem of 
salvage and the part that insurance 
company inspectors can play in con- 
nection with it will be discussed by 
Frank McAuliffe, Chief of Fire Pa- 
trols in Chicago, Illinois. Chief 
McAuliffe is an outstanding authority 
on fire department and fire patrol 
salvage operations and his talk 
should prove extremely valuable to 
mutual inspectors. 

Developments have been recently 
announced by industrial concerns in 
connection with the degreasing of 
vent ducts. Fires in vent ducts have 
long proved to be a serious problem 
to insurers of hotel and restaurant 
property. A thorough discussion of 
the problem in the light of recent de- 
velopments is expected to lead to bet- 
ter handling of this problem. 

Outstanding leaders have been en- 
gaged to present the possible solution 
to current fire prevention problems. 
Sufficient time will be allotted for dis- 
cussion in connection with all of the 
subjects on the program, and_ the 
speakers have agreed to answer ques- 
tions that may present themselves to 
the inspectors in attendance. Past 
sessions of the Association of Mutual 
Fire Insurance Engineers have proved 
valuable to company inspectors in 
keeping abreast of developments in 
fire protection. Attendance of com- 
pany men is considered unusually im- 
portant this year because of the con- 
tinued rapid changes in industrial 
processes. 
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The Outlook for Automobile Insurance 


Wartime Restrictions and Innovations Have By 
No Means Cleared the Highways of Accidents 


BY JOHN M. BREEN * 
Assistant Secretary, LuMBERMENS Mutua 
Casuatty Company 

FE did not realize that our 

nation’s economy rested on 

motor transportation until 
our rubber supply was cut off follow- 
ing the capture of the Malaya Pen- 
insula and the Dutch East Indies. No 
other sources of natural rubber were 
available in any commercial quanti- 
ties elsewhere in the world. There 
was no place else we could secure the 
600,000 tons needed annually during 
peace times or the hundreds of thou- 
sands of additional tons needed for a 
mechanized army. We had only a 
year’s supply in our rubber stock pile 
that had been built up during 1941, 


and our synthetic production was 
hardly worth mentioning. 
It was evident that the situation 


was of the gravest kind. On January 
5, 1942, the sale of new tires was ra- 
tioned, and recapping was restricted 
February 19. Gas rationing was then 
made nationwide, first in the east and 
then in the other sections of the coun- 
try and recently there has been a fur- 
ther reduction in the quantity of gas 
allowed per ration ticket. 


Drastic Driving Restrictions 
Americans are willing to make 
whatever sacrifices are required of 
them to win the war. To date, giv- 
ing up the use of their automobiles 
had been just about the hardest sacri- 
fice most of the civilian population 
has had to make. The government 
realized that only the most expert 
and impartial proof of the necessity 
for it would be acceptable. That was 
why the members of the Baruch Com- 
mittee were chosen with such care. 


3ut now that the case has been 
proved, the sky is the limit on what 
may be asked, and what will be read- 
ily agreed to. And it looks as if we 
might be asked to go the limit. 


Since the Committee’s report there 
followed in rapid succession, the or- 
der to cut speeds to 35 m.p.h., peri- 
odic tire inspections and nationwide 
gasoline rationing. Then came the 
order banning pleasure driving in 
Eastern States, followed by a grow- 

*This discussion is based on one of the papers 
contributed by various prominent educators in a 
symposium conducted in lieu of an annual meet- 


ing of the American Association of University 
Teachers of Insurance. 
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The public has finally become educated as to the real reason behind 
tire inspection regulations. 


ing belief that it will be extended to 
the rest of the nation. 
Rate Cuts 

But the most severe setback to the 
business in the opinion of some 
company officials and agents, came 
when rates were cut because of the 
limited exposure resulting from re- 
duced driving. These cuts meant 
that the companies would have to 
write more than twice as many poli- 
cies as formerly, if they were even 
to equal the same period for the pre- 
vious year. And, of course, that was 
impossible under prevailing circum- 
stances. 

Notwithstanding rate decreases, 
premiums held their own for 1942, 
because the sweeping rate reductions 
did not come until the last quarter 
and the companies had already built 
up a large volume of earned premi- 
ums at higher rate levels. But for 
the present year there was no such 
cushion and automobile premiums 
have fallen off sharply. 

The past year has been marked 
with controversy over casualty insur- 
ance rating procedures. One strong 
faction favors radical reductions to 
prevent large losses in the number of 
policies in force. A more conserva- 


tive group favors progressive changes 
in rating methods, but they are op- 
posed to the theory that rating prd- 
cedures should be based on competi- 
tive needs or used as an expedient to 
retain business. The principle of 
gradation of expense has been argued, 
and attention has been called to the 
variances in expense between large 
and small risks considered as a per- 
centage of the premium. Proper 
recognition of this principle, they be- 
lieve, requires more analysis of the 
exact conditions and the production 
of more data than have thus far been 
offered in support of some of the 
changes suggested. 

It looks as though more reductions 
may be in the offing, both for pleasure 
and commercial cars. This may or 
may not make automobile insurance 
more attractive to the insurance buy- 
er, and less attractive to the insurance 
agent. 

ee @ @ 
Synthetic Rubber 
ANY of us in the business 
wonder if synthetic rubber will 
eventually solve our problems. 

The obstacles in the way of main- 
taining the synthetic rubber program 
at full production are formidable. A 











steady and substantial flow of mate- 
rials ‘and highly skilled men are essen- 
tial. But other government agencies 
are still competing for these same es- 
sentials. Former director of Office 
of Rubber, Jeffers, was successful 
in meeting the minimum demands laid 
down by the Baruch report, which 
amounted to about 60% of the entire 
output. 


This will prove to be the crucial 
year in the rubber situation. Every 
pound of synthetic rubber produced 
must go to the armed forces, and 
their demands continue to grow. If 
the huge synthetic rubber program is 
entirely successful, and tires on the 
road are preserved, we will defeat 
the rubber shortage in the next few 
months. If not, according to the 
office of War Information, the rub- 
ber shortage in terms of civilian 
transportation breakdown and a rub- 
ber starved military machine, may 
have defeated the United States. 


If things go well, it should be pos- 
sible to allocate important quantities 
of synthetic rubber for the manufac- 
ture of civilian tires in the late spring 
of 1944. 

This picture, while not a very en- 
couraging one, does hold out a dim 
ray of hope both to the driver and the 
automobile insurance industry. 


Brighter Side 

In spite of any pessimism concern- 
ing the outlook for the automobile 
coverage, there is a brighter side. 
And you may be sure that those who 
have been responsible for putting au- 
tomobile coverages in a top ranking 
position, have no intention of throw- 
ing up their hands in the face of the 
present difficulties. When certain 
producers have asked how anyone can 
say there is still a market for auto- 
mobile insurance when children can 
be found skipping rope and playing 
soft-ball in what only a year ago were 
well-travelled thoroughfares, one an- 
swer given them has been that at no 
time have more than 44% of the cars 
in America ever been insured, and 
this still holds good today. True, 
you may have to seek the market in 
new places. In former years the 
cars insured have usually been those 
belonging to the white collar worker. 
Today many of those car owners are 
feeling the full brunt of government 
driving restrictions. Whereas, large 
numbers of uninsured factory work- 
ers and laboring men are now en- 
gaged in war work and are entitled 
to B or C gas ration cards. This puts 
them squarely in the market for au- 
tomobile insurance, and _ provides 
them with war-time wages sufficient 
to afford adequate coverage. 
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Hazards on the Increase 

Attention is being called to the 
fact that while many kinds of ration- 
ing are being imposed on motorists 
today, there is as yet no rationing of 
legal liability. Liability laws remain 
in full force, and no motorist can 
afford to drive without coverage, no 
matter how little he uses his car. 
The three or four gallons of gasoline 
to which even an “A” card entitled 
him, are sufficient to take him far 
enough to be involved in a costly ac- 
cident. 


Such war-time innovations as the 
“share your car” plan, nightly dim- 
outs in coastal areas, and the dense 
congestion of pedestrian traffic near 
industrial plants, and bus and street 
car transfer points, have actually in- 
creased the hazard of present day 
driving. 


Furthermore, the situation is not 
helped any by driving a car which 
may be long over-due for a mechan- 
ical checkup because of a shortage of 
garage mechanics, and whose tires are 
worn smooth and cannot be replaced.* 


*The basis of indemnity in property damage 
cases in this country is still far removed from 
the one now prevailing in England as a result of 
the war, known as the “‘knock-for-knock doctrine.” 

The insurance companies there have agreed that 
when two cars collide, they will pay for the dam 
age to the car they insure, irrespective of fault. 
(The Statist, November 22, 1941.) This knock 
for-knock agreement enables the owner to have 
his car speedily repaired, which is important in 
England today, especially in the case of com 
mercial vehicles. 

The real purpose behind the rule seems to be 
to expedite repairs and get the car back into 
operation, and «so prevent valuable time being 
wasted in dispute, which could better be devoted 
to the war effort. (See American Bar Association 
Section of Insurance Law 1942-1943.) 


Jes 
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Stricter Budgets 

Many private car owners are being 
compelled to get along on much strict- 
er budgets than ever before, because 
of higher taxes, war bond purchases 
and the general increase in the cost 
of living. In many cases this means 
that even a small property damage 
liability loss might cause serious in- 
convenience, and a large personal in- ‘ 
jury judgment might even prove 
disastrous. The small amount a car 
owner would have to pay to protect 
himself against such ldsses at this 
time is a wise economy. 

In the case of the industrial worker, 
the need is as great, but for a differ- 
ent reason. In previous years he ob- 
jected to buying liability coverage, 
because his income was so small that 
no claimant would find it worth while 
to make claim against him. But be- 
cause of his greatly increased earnings 
in war time, this is no longer true. 
Without adequate coverage he con- 
stantly runs the risk of having his in- 
creased earnings cancelled out by a 
liability claim or judgment. 

If he objects that his exposure is 
less on account of his limited driving, 
the answer is that this factor was 
taken into account when rates were 
drastically cut, and in fact was the 
reason for their being cut. 


Obsolescence a Small Factor 
OME producers feared that when 
the manufacture of new cars was 
discontinued on February 1, 1942, 
and no replacements would be avail- 





There may be social as well as wartime economic advantages to be gained from 
share-the-ride plans. 
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able to compensate for the cars taken 
off the road each year due to obso- 
lescence, that their market would 
soon vanish. But this has been shown 
to be both a false and hasty conclu- 
sion. 

At the time the manufacture of 
new cars was discontinued the total 
registration of passenger cars was 
29,507,113; and of trucks was 4,876,- 
054; or a total of 34,383,167. Of 
these, only 2,500,000 cars would nor- 
mally be sent to the scrap pile each 
year. Even at that rate, it will be 
a long time before the market for 
automobile insurance is appreciably 
reduced on account of the obsoles- 
cence of these thirty-four million au- 
tomobiles. 

Sut cars will not be junked as fast 
as that, in these times. Most of us 
have no idea how much life there 
really is in the average stock car. We 
have been instilled with the habit of 
trading in “the old bus” every couple 
of years on a shiny new model. We 
were offered such attractive trade-in 
allowances that we made little effort 
to keep our old car until it had actu- 
ally outlived its usefulness. 

Today we realize that the car we 
now own must be made to do for a 
far longer time than we have ever 
been accustomed to, and that fact 
alone will insure its receiving the 
tenderest kind of treatment and care. 

Then too, restrictions on driving 
will result in less wear and _ tear, 
which means that present day cars 
can be expected to last far longer 
than the average American car has 
ever lasted before. 

It seems apparent that obsolescence 
will have little effect on our market 
for a long time to come. 


Fire Company Automobile Coverages 


The reports from fire companies 
writing automobile theft insurance, 
and from the F.B.I. show a big in- 
crease in automobile thefts. Black 
markets on automobiles have sprung 
up in many communities, and brisk 
trading is going on in “hot” cars, 
“doctored” up to hide their identity. 
It is not difficult to see how such a 
condition could easily spring up as a 
result of the big demand for cars 
among war-plant workers, at a time 
when there are no cars coming off the 
assembly lines to fill their demands. 

This makes the need for theft in- 
surance greater than ever before, and 
furnishes the agent with the finest 
kind of argument for the sale of theft 
coverage. 


Collision Rates Cut 


Although there have been sizeable 
cuts in collision rates, sales in that 
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line continue to go down. The rate 
reductions were due to the decreased 
exposure resulting from driving re- 
strictions, but those responsible for 
the reductions apparently overlooked 
the fact that prices of replacements 
and repairs have gone up at such a 
rate as to offset any decrease in the 
driving exposure. 

There are many more good reasons 
why the car owner should carry col- 
lision, fire and theft insurance today, 
and why the agent should try to see 
that he buys it. With less liability 
insurance being sold today, there is 
less chance of a car owner having 
his property damage paid for under 
the other driver’s liability policy. The 
chances are in favor of his having to 
pay for the damage himself, and it 
is then that his collision insurance 
would prove its worth in reimbursing 
him for his loss. 

The owner who has from $750 to 
$2000 invested in a car, cannot afford 
to lose that investment today by rea- 
son of having his car stolen or de- 
stroyed. He might not be able to re- 
place it, and even if he could, there 
are too many other places for his 
money in times like these. 

The agent, for his part, cannot af- 
ford to allow an insured’s car to go 
out of circulation because of theft or 
destruction, for if that happens in 
very many cases, many times much of 
his own business will go along with it. 


Miscellaneous Lines 

NE of the most important out- 

growths of the present upset 
condition in the automobile market, 
has been the sharp increase in the 
sale of the miscellaneous lines. This 
has proved to be a valuable by-prod- 
uct of the situation, because many 
agents had been concentrating too 
heavily for their own good on auto- 
mobile coverages. But now circum- 
stances are compelling them to ac- 
quire a more diversified type of busi- 
ness. and as a consequence they will 
always be more secure hereafter 
against the recurrence of any such 
unfortunate upset as has occurred in 
their automobile business. 

Personal Accident Coverages, par- 
ticularly the low-cost non-occupation- 
al type, is a type of so-called miscel- 
laneous line coverage which is prov- 
ing very salable and is being pushed 
by agents who previously had given it 
only scant attention. The same is 


true of theft coverages and of the 
floater type policies. 
New Broad Policy Forms 

Another means being used to re- 
capture the elusive automobile insur- 
ance buyer premium is to offer a 





comprehensive policy covering all li- 
ability exposures, including automo- 
bile liability. This is a type of pol- 
icy which was practically unheard of 
before the present emergency. 

But even this has been carried a 
step further by the proposal made re- 
cently to the Joint Policy Forms 
Committee, composed of members 
from the American Mutual Alliance 
and Bureau Companies, that it draft 
a form covering all direct automobile 
losses, including fire theft and colli- 
sion, in addition to all personal lia- 
bility losses of every kind. At this 
time, nothing more has been done on 
this than to make the original pro- 
posal, and it is doubtful if anything 
will be done at least for a long time 
to come. But it does show the direc- 
tion in which some of the current 
thinking is heading. 

The far-reaching effects of at- 
tempts of this kind, in an effort to 
recover some of the lost automobile 
premiums, afford an interesting sub- 
ject for speculation. An important 
feature to keep in mind in that con- 
nection, is their possible effect on in- 
surance buying habits after the war. . 
Conclusion 

The immediate outlook for auto- 
mobile insurance is not particularly 
bright. But the business is holding 
up much better than many expected 
it would. Some large companies re- 
port a reduction of less than one- 
third in automobile premiums so far 
this year. 

And in the meantime valuable les- 
sons are being learned in the course 
of our efforts to offset our premium 
losses which will always remain an 
asset to the business. 





Book Review 











National Fire Codes for Flam- 
mable Liquids, Gases, Chemicals and 
Explosives, 1943, a 504-page volume 
recently published by the National 
Fire Protection Association, brings 
together the many standards dealing 
with these hazards. 

This new volume is divided into 9 
parts as follows: Flammable Liquid 
Storage and Handling ; Oil and Gaso- 
line Burning Equipment; Liquefied 
Petroleum Gases; Utilization of 
Flammable Liquids; Gases; Refrig- 
eration and Fumigation; Explosive 
and Nitrocellulose Materials; Tables 
of Properties—Hazardous Chemicals, 
Flammable Liquids; Flash Point 
Tests. 

The book contains many tables and 
drawings. Price $3.00 per copy post- 
paid. National Fire Protection Asso- 
ciation, 60 Batterymarch Street, Bos- 
ton, Massachusetts. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From September 1, 1943 Through September 30, 1943 








345. W. C. RATES. Approved by the rates committee 
of the National Council on Compensation Insurance 
is a wartime emergency program with respect to over- 
time wages in connection with the determination of 
premium on workmen's compensation policies. The 
program, which provides that hours worked in ex- 
cess of the standard work week shall be excluded 
from remuneration used as the basis of premiums, has 
been submitted to the several regional committees 
of the National Council and to the independent rat- 
ing bureaus for approval. After ratification by 
these committees or bureaus, the program must be 
submitted to the state supervisory officials before 
it can become effective in any state. 


346, ATLANTA ANTI-TRUST. Filed by the United States 
Department of Justice is an appeal from the decision 
handed down by Federal Judge E. Marvin Underwood in 
Atlanta on August 5 dismissing the anti-trust in- 
dictment against the South-Eastern Underwriters As- 
sociation and its member companies. It is under- 
stood that the appeal which was filed by District 
Attorney Andrews may be heard October 14. 


347, CONNECTICUT RENEWALS. The Connecticut insur- 
ance department has approved the use of renewal cer- 
tificates on fire insurance business written in 
the state. No form of certificate has been pre- 
scribed but companies have been asked to file a form 
of renewal with the department before putting it 
into general use. 


348, BRANCH OFFICES. Resigned from the New York 
State Association of Local Agents as the result of 
dissatisfaction with the attitude of the National As- 
sociation of Insurance Agents on the question of the 
branch office problem, is the Association of Local 
Agents of the City of New York. 


349, N. Y. DEPARTMENT. Nathan Beckwith, for the past 
36 years a member of the staff of the New York Insur- 
ance Department retired on September 1. Mr. Beck- 
with was born at Stissing, New York on March 7, 1870. 
Ke graduated from Union College with an A.B. degree 
and from the State Normal School at Albany with a 
degree in Pedagogy. After teaching for seven years, 
Mr. Beckwith became a bookkeeper at the Matteawan 
State Hospital and later served in the same capacity 
at the Hospital for Crippled and Deformed Children 
and in the Banking Department. He was appointed an 
examiner in the Insurance Department on February l, 
1907. 


350, INDUSTRIAL MEDICINE. To meet the continued 
wartime need for a general training course for phy- 
sicians engaged in or desiring to enter industrial 
practice, the Long Island College of Medicine has 
announced its second intensive post-graduate course 
in industrial medicine to be given in Brooklyn dur- 
ing the first two weeks of November. The course is 
modeled on the first series of lectures and seminars 
in this field presented by the College in November 
1942 in which fifty-nine matriculants from six 
states enrolled. This year enrollments will be 
limited to fifty matriculants for the full course. 
The course is designed for physicians but a limited 
number of others wili be permitted to attend the 
sessions as auditors. 


351, PREVENTION CONTEST. Two Massachusetts youths, 
winners of the Massachusetts Fire Prevention Contest 
sponsored by the Mutual Farm Underwriters in cooper- 
ation with the Massachusetts 4-H Club will compete 
in the National Youth Safety Contest conducted an- 
nually by the National Association of Mutual Insur- 
ance Companies. First prize winners in the state 
contest were Norman E. Ramsdell of Millis, Massachu- 


setts and Marguerite M. 
Massachusetts. 


352, CINCINNATI AGENTS. Failure of the trustees of 
the Ohio Association of Insurance Agents at their 
recent meeting to recommend reaffiliation with the 
National Association of Insurance Agents has occa- 
sioned a protest from the governing committee of 
the Cincinnati Fire Underwriters Association. No- 
tice has been sent to all members of the latter 
organization informing them that a majority of the 
governing committee will withhold payment of their 
dues to the Ohio Association. It is expected that 
this action, while it represents only the individual 
action of the governing committee members, will be 
followed generally by Cincinnati agents. 


353. CALIFORNIA DEPARTMENT. Appointment of May- 
nard Garrison, prominent Los Angeles attorney as 
insurance commissioner of California has been an- 
nounced by Governor Earl Warren. The new appointee 
who is 37 years old, succeeds Judge A. Caminetti, Jr. 
wnose term expired in June. Mr. Garrison attended 
Loyola University and Law School and was awarded 
his LL. B. degree in 1929 in which year he was ad- 
mitted to practice. His firm, Betts and Garrison, 
has handled much important insurance litigation. 
Former Commissioner Anthony Caminetti has announced 
that he will go immediately into private law prac- 
tice with James Baccardo of San Jose. Sidney L. 
Weinstock who resigned some months ago as deputy in- 
surance commissioner has established a law office 
at 275 Bush Street, San Francisco. 


354, GRADED EXPENSE. Held by Attorney-General T. 
Grady Head to be in violation of the insurance laws 
of Georgia are the restrospective rating plan and 
advance discount plan proposed for stock and non- 
stock carriers in the writing of compensation in- 
surance. Filing of the two plans with the Georgia 
Insurance Department had been made by the National 
Council on Compensation Insurance. In view of the 
attorney-general's opinion, Insurance Commissioner 
Homer R. Parker, states that he has no alternative 
except to disapprove the plans as filed. 


355, MISSOURI ANTI-TRUST. Scheduled to be resumed 
in Chicago on October 6 was the Missouri quo-war- 
ranto ouster suit against 128 stock fire insurance 
companies. John H. Windsor, Commissioner of the 
Missouri Supreme Court is conducting the hearings 
which will be concerned with a cross examination of 
many of the nearly 100 witnesses who were heard 
during three years of examination by Attorney- 
General Roy D. McKittrick. ° 


356, AVIATION EXPERIENCE. Five schedules reflect- 
ing the 1938-1942 nationwide aviation insurance ex- 
perience by classes and by lines as filed with the 
New York Insurance Department by its statistical 
agency the Board of Aviation Underwriters were made 
public on September 14. A summary of this exper- 
ience prepared by the Rating Bureau of the New York 
Department which is also included in the tabulation 
reveals that in 1942 total net aviation premiums 
written amounted to $6,620,363 with a loss ratio of 
35.5 A breakdown indicates that of the 1942 total, 
hull premiums amounted to $3,942,965 with a loss 
ratio of 39.2; passenger liability $790,226 — loss 
ratio 49.6; public liability $525,983 — loss ratio 
30.2; property damage $148,570 — loss ratio 27.0; 
and accident $1,212,619 — loss ratio 17.3. 


357, ARIZONA FIRE POLICY. The Arizona Corporation 
Commission has received an opinion from Attorney- 
General Joe Conway holding that use of the 1943 New 
York Fire Insurance Policy will not be permitted in 
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the state until approved by the state legislature. 


358, REA COOPERATIVES. Twice rejected by Harry 
Slattery, head of the Rural Electrification Ad- 
ministration is the request from Secretary of Agri- 
culture Claude R. Wickard that he resign his post. 
Mr. Slattery several months ago blocked the crea- 
tion of the Rural Mutual Fire Insurance Company and 
the Rural Mutual Casualty Company when he refused to 
permit the use of surplus funds of electric coopera- 
tives financed by the Federal government to be used 
for that purpose. To dispose of Slattery it is now 
proposed to transfer the RE4 from the Agricultural 
Department to the Interior Department but Slattery 
insists his ten-year tenure can only be ended by 
President Roosevelt. The President, however, has 
so far sidestepped a showdown. 


359, ELECTRICAL INSPECTORS. R. D. MacDaniel, vice 
president of the Grain Dealers National Mutual Fire 
Insurance Company of Indianapolis, was elected pres- 
ident of the Western Section of the International 
Association of Electrical Inspectors at their meet- 
ing in Chicago on September 15. 


360, IDAHO FIRE POLICY. Approved by the Idaho Bu- 
reau of Insurance for use in the state is the 1943 
New York Standard Fire Insurance Policy. Use of 
the new form is optional between September 15, 1943 
and April 1, 1944 but on the latter date it becomes 
mandatory for all companies operating in the state 
to use the revised policy. 


361. CLAIM ASSOCIATION. J. Doyle DeWitt of the 
Travelers Insurance Company was elected president 
of the International Claim Association at the con- 
clusion of the organization's annual meeting held 
in Chicago September 13-14. He succeeds Willard E. 
Hein, supervisor of claims for the State Mutual Life. 
Named vice president was Kenneth C. Berry, claims 
attorney for the Lumbermens Mutual Casualty Com- 
pany, Chicago. 


362, FIRE LOSS. Fire losses in the United States 
during August totaled $29,123,000 — an increase of 
48% or $9,513,000 over the figure reported for the 
same month last year — according to preliminary es- 
timates of the National Board of Fire Underwriters. 
Losses for the first eight months of this year 
amounted to $244,723,000 — an increase of $33,000,— 
000 over the corresponding period last year. 


363. WAWANESA MUTUAL. Harry E. Hemmons, for the past 
twenty years assistant manager of the Wawanesa Mu- 
tual Insurance Company of Wawanesa, Manitoba has 
been advanced to the position of managing director 
by the company's board of directors. He succeeds 
Dr. C. M. Vanstone who recently resigned because of 
failing health. 


364, INSURANCE EXECUTIVES. Elected president of the 
Insurance Executives Association on September 15 
was Edward L. Williams, a partner in the New York 
law firm of Wright, Gordon, Zachry, Parlin and Ca- 
hill. He succeeds the late Paul E. Haid, who died 
in August 1942. For the past year Mr. Williams was 
directly associated with the fire insurance busi- 
ness, serving as special counsel to the National 
Board of Fire Underwriters. 


365. CROP INSURANCE. An amendment to the first 
deficiency appropriation bill passed earlier this 
year by Congress which would reinstate the crop 
insurance program, was introduced in the U. S. Sen- 
ate on September 14 by Senator Lucas of Illinois. 
The amendment, which was referred to the Committee 
on Appropriations, strikes out the allotment of 
$3,500,000 now in the bill and substitutes there- 
for the sum of $7,818,748. The proviso in the de- 
ficiency bill which provides that no part of the 
appropriation be used for insurance of wheat and 
cotton crops planted subsequent to July 31, 1943 or 
for any other purposes except in connection with 
liquidation of insurance contracts on the wheat and 
cotton crops planted prior to July 31, 1943 would 
also be stricken under the terms of Mr. Lucas’ 
amendment. 


366, FARM LIABILITY. In connection with the re- 


cently announced farm liability program of the Na- 
tional Bureau of Casualty and Surety Underwriters 
providing employers’ liability insurance for farm 
employees, 


Superintendent of Insurance, J. Roth 
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Crabbe of Ohio has directed the attention of all 
casualty companies authorized in the state to a 
situation which prevails by reason of the state 
monopoly compensation fund. In view of the Ohio 
law and an opinion on the subject issued by the 
Attorney General in 1939, Superintendent Crabbe 
has notified the carriers that "no license or au- 
thority issued by his office grants to any casualty 
insurance company the right to issue in Ohio a farm 
liability policy providing employers' liability in- 
surance for farm employees unless such policy states 
that it shall not be in force if the assured shall 
have in service three or more workmen or operatives 
regularly employed in the same business or in or 
about the same establishment." 


367. PENNSYLVANIA DEPUTY. The appointment of Ralph 
H. Alexander as deputy insurance commissioner of 
Pennsylvania has been announced by Insurance Com- 
missioner, Gregg L. Neel. Mr. Alexander had served 
in the same capacity under former Commissioner 
Matthew H. Taggart and following the latter's death 
in July 1942 he served an interim appointment as 
head of the Pennsylvania Insurance Department. 


368, VIRGINIA MUTUAL AGENTS. C. Oscar Evans of 
Danville, Virginia was elected president of the 
Mutual Insurance Agents' Association of Virginia 
and the District of Columbia at the organization's 
annual meeting held on September 14. E. J. Clifton 
of Abingdon, Virginia was named vice president and 
William C. Goodwin of Salem, Virginia was elected 
secretary-treasurer. 


369, AUTO DEALERS. The licensing of automobile deal- 
ers as insurance agents in Arizona is to be discon- 
tinued according to A. A. Betts, cnairman of the 
Arizona Corporation Commission. About a year ago 
the Commission authorized a number of automobile 
dealers to write insurance on the cars which they 
were financing with the definite understanding that 
they would not solicit nor attempt to write renewals 
beyond the date of the financing period. The Com- 
mission now understands, it is reported, that these 
agents are actively soliciting renewals. 


370, POSTWAR BUSINESS. A new publication named 
"Planning for Postwar" is being launched to fur- 
nish businessmen with leads concerning markets in 
the immediate future after peace. It is being 
edited by Glenn Griswold, former publisher of 
Business Week, and plans for its contents include: 
"What new products and new markets should my con- 
pany be exploring now?"; "How can we maintain pro- 
duction, sales and employment after Hitler sur- 
renders?"; "What new materials are available — how 
can they be adopted for profit?"; "When and how 
fast will the government relax its controls over 
business?"; "How will pent-up purcnasing power and 
inflation affect individual business?" Answers 
to these questions are being sought from authorita- 
tive sources and will be condensed for rapid read- 
ing. Planning for Postwar will be issued from 299 
Madison Avenue, New York City. 


371, N.E. MUTUAL AGENTS. The annual meeting of the 
Mutual Insurance Agents Association of New England 
will be held at the Hotel Statler in Boston on 
November 6. Speakers at the meeting will include 
cthasie M. Smith, general counsel, Lumbermens Mutual 
Casualty Co.; H. M. Wardwell, vice president Mid- 
dlesex Mutual Fire Ins. Co.; Lawrence B. Moore of 
O'Brion, Russell & Co.; Norman MacDonald, execu- 
tive director, Massachusetts Federation of Tax- 
payers Association Inc.; Leonard J. Raymond of 
Dickie — Raymond, Inc.; W. Bruce Adams, president, 
Mutual Fire Insurance Association of New England; 
and D. Roger Kenney, insurance editor, U. S. In- 
vestor. 


372, OCD INSPECTIONS. Plans have been worked out 
by representatives of the National Association of 
Insurance Commissioners, the fire insurance in- 
dustry, and Major General U. S. Grant, III, head 
of the facilities security division of the Office 
of Civilian Defense for the inspection of essen- 
tial plants and structures not under the juris- 
diction of the war, navy, agriculture, or other 
governmental departments or agencies. The inspec- 
tions, it has been decided, will be made by field 
men who will be asked to volunteer their services. 
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The insurance commissioner, working with state and 
regional 0.C.D. internal security representatives, 
will supervise the matter of inspections in each 
state. 


373, ILLINOIS FLEET RATES. Notice has been dis- 
patched to all companies that have automobile fleet 
rules on file with the Illinois Insurance Department 
that commencing September 1 each insurer must sub- 
mit to the department at least 15 days prior to the 
effective date of the contract the rates that are 
proposed to be used for each individual risk to- 
gether with other particulars such as the number of 
units in the fleet, name of the assured, makeup of 
the rate, etc. 


374, MUTUAL DIRECTORY. The 1943 Directory of Mutual 
Companies in the United States, fire and casualty, 
now being distributed, lists a total of 2376 fire in- 
surance companies with net premiums received during 
1942 of $214,672,230, losses paid $75,552,676, in- 
surance in force $62,922,385,582, admitted assets 
$482,288,577, and dividends paid to policyholders 
$43,495,422. The 192 mutual casualty companies had 
net premiums received in 1942 of $345,455,221, 
losses paid $137,397,404, admitted assets $506,- 
279,372, surplus to policyholders $139,967,678 and 
dividends paid to policyholders $45,221,363. The 
directory is published by the American Mutual Alli- 
ance, 919 North Michigan Avenue, Chicago, Illinois. 
The price is fifty cents. 


375, INDEPENDENT ADJUSTERS. Elected president of 
the National Association of Independent Insurance 
Adjusters at the organization's 7th annual conven- 
tion held in Chicago on September 17-18 was N. J. 
Tierney of Chicago. He succeeds James N. Curley of 
Philadelphia. Other officers elected were: execu- 
tive vice-president, Bruce Lyle, Phoenix, Arizona; 
executive secretary-treasurer, Lynn A. Horton, Ok- 
lahoma City, Okla. reelected; assistant secretary- 
treasurer, Joyce M. Lindsey, Oklahoma City, Okla., 
re-elected; vice-president for fire and allied 
lines, Julian H. Calhoun, Spartanburg, S. C.; vice- 
president for casualty and allied lines, Frank E. 
Tidwell, Los Angeles; and vice-president for spe- 
cial lines, C. E. Dewitt, Dallas, Texas. 


376, ILLINOIS INDUSTRIAL DATA. The number of in- 
dustrial injuries reported during 1942 as compen- 
sable under the Illinois Workmen's Compensation Act 
and the Workmen's Occupational Diseases Act was 
49,877, it is revealed in the Annual Report on In- 
dustrial Accidents in Illinois for 1942 published 
by tne Illinois Department of Labor. Included in 
this total were 608 fatal injuries. The 49,877 com- 
pensable injuries reported in 1942 were greater than 
in any year since 1929 and exceeded the 1941 total 
by 4.8 per cent. The number of fatal injuries re- 
ported in 1942 likewise was the highest reported 
since 1929 and exceeded the 374 fatalities reported 
in 1941 by 28.5 per cent. Compensation payments 
during 1942 amounted to $9,065,357 exclusive of cost 
of medical and hospital care (except in hernia cases 
disposed of by settlement contract), artificial 
limbs, and funeral costs. This is an average of 
$210 per case. 


377. NEW YORK DEPARTMENT. Robert E. Dineen of the 
Syracuse law firm of Bond, Scnoeneck and King has 
been named Superintendent of Insurance for the State 
of New York by Governor Dewey. He succeeds L. H. 
Pink who resigned the post February 1, 1943 to be- 
come president of the Associated Hospital Service 
of New York City. Thomas J. Cullen who has been 
acting superintendent while the office was vacant, 
resumes his old position as first deputy. Mr. 
Dineen, a graduate of Syracuse University law school 
in 1924, is a member of the Compensation and Avia- 
tion Law Committees of the New York State Bar As- 
sociation. 


378, ANTI-TRUST LEGISLATION. Introduced in Congress 
are three bills which would specifically exempt in- 





October, 1943—13 


surance from the application of the Sherman Anti- 
trust and Clayton Acts. Two of the bills have been 
introduced in the House and were sponsored by Rep- 
resentative Walter of Pennsylvania and Representa- 
tive Hancock of New York. The Senate measure was 
co-sponsored by Senator Van Nuys of Indiana and 
Senator Bailey of North Carolina. All three bills 
have been referred to the respective judiciary com- 
mittees. The legislation stems from tie govern- 
ments' anti-trust suits against the stock fire in- 
surance companies at Atlanta and New York. 


379, MARYLAND DEPARTMENT. Lawrence E. Ensor on Sep- 
tember 19th was appointed Insurance Commissioner 
for the State of Maryland by Governor Herbert R. 
O'Connor. He succeeds John B. Gontrum who resigned 
the post to accept an appointment by the Governor to 
the bench of the Third Judicial Circuit of Maryland 
as Associate Judge. Mr. Gontrum had served as in- 
surance commissioner since May 1939 and was promi- 
nent in the affairs of the National Association of 
Insurance Commissioners. Mr. Ensor was presently 
serving his second term as states attorney for Bal- 
timore County when he was named to the insurance de- 
partment post. 


380, OHIO ASSIGNED RISK. Frank K. Vaughn of Under- 
writers Service, Hamilton, Ohio, has been selected 
by the governing committee of the Ohio Assigned Risk 
Plan to serve as manager of the plan. He will have 
his office with Underwriters Service in Hamilton. 


381, NEVADA FIRE POLICY. The Nevada Insurance De- 
partment has approved the 1943 New York Standard 
fire policy for use in the state as of April 1, 1944. 
Use of the policy between September 20, 1943 and 
April 1, 1944 is optional and companies wishing to 
use up present stocks of policies and at the same 
time to give Nevada risks the coverage provided in 
the new form may do so by attaching an endorsement. 


382, CANADIAN SUPERINTENDENTS. Georges La France, 
Superintendent of Insurance of Quebec, has been 
elected Chairman of the Association of Superintend- 
ents of Insurance of the Provinces of Canada. He 
succeeds E. B. MacLatchey of New Brunswick. Named 
vice-chairman of the group was Arthur Barnstead, 
Nova Scotia superintendent. H. D. McNairn of 
Ontario was re-elected secretary. 


383. MUTUAL MEETING. For the first time in two 
years a meeting of the Federation of Mutual Fire In- 
surance Companies was held in Chicago on September 
27-29. Technical problems were discussed mostly in 
executive sessions. Addresses of interest to the 
general public were made by W. A. Patterson, presi- 
dent, United Airlines on "Preserving Free Enter- 
prise" and by R. A. Hohaus, Metropolitan Life actu- 
ary, on "Social Security" (see other pages this 
issue). Also Fred Bremier, Curtis Publishing Com- 
pany, Philadelphia, presented the Curtis Survey. 
New members of the governing board elected for three 
year terms were C. R. McCotter, president, Grain 
Dealers National Mutual, Indianapolis; H. G. Kemper, 
vice-president, National Retailers Mutual, Chicago; 
F. B. Fowler, chairman of board, Indiana Lumbermens 
Mutual, Indianapolis; and H. E. Stone, president, 
Lumber Mutual, Boston. Glenn Walker, chairman of 
board, Millers Mutual Fire, Ft. Worth, Texas, was 
elected to the governing board to fill the unexpired 
term of J. J. Fitzgerald, deceased. 


384, WASHINGTON FIRE POLICY. Insurance Commissioner 
William A. Sullivan of Washington in a ruling dated 
September 17 points out that in his opinion all fire 
insurance policies issued in the State on and after 
July 1, 1943 have in legal effect been issued upon 
the Standard Fire Insurance Policy of the State of 
New York as adopted by Chapter 671, Laws of 1943. 
He therefore recommends that all companies as speed- 
ily as possible use the new 1943 New York standard 
form, on all policies written covering risks located 
in the State of Washington. 


385, UNAUTHORIZED INSURANCE. Superintendent of 


Insurance, Edward L. Scheufler of Missouri has no- 
tified insurance commissioners of other states that 
four Missouri mail order insurers have filed with 
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his Department a power of attorney appointing him 
as agent for service of process issued from courts 
of the various states. The powers of attorney be- 
came effective on September 15, 1943 and expire in 
August 1945 subject to renewal and also subject to 
the right reserved in the Superintendent to termin- 
ate the arrangement at any time upon written notice 
to the companies involved. 


386. MARYLAND CASUALTY. Denied by Federal Judge 
Igoe of Chicago was the petition of Maryland Cas- 
ualty Company and RFC to dismiss a suit brought by 
several stockholders of the company to invalidate 
the company's recent refinancing, whereunder the 
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RFC among other things converted its preferred 
stock holdings to common stock. 


387, AWARD REVERSED. The Illinois Supreme Court 
has reversed a decision by the Champaign County 
Circuit Court wherein it was held that college 
athletes are in effect employees of the Athletic 
Association and hence entitled to compensation for 
injuries. The claimant, Douglas A. Phillips of 
St. Louis, was a University of Illinois student in 
1939 and while making a dive into the University 
swimming pool he contended he was permanently in- 
jured. The Industrial Commission awarded Phillips 
$4,638 and a $200 annual pension and this award was 
upheld by the lower court. 
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ACQUISITION COST — DPC agency al- 


fire losses 286; July fire losses 321; 


Standard fire policy 208; medical pay- 


lowance 33; graded commissions 47, 
172,254,299,354; Cincinnati brokerage 
rule 239. 

AGENTS — meeting date; DPC agency 
allowance 33; Minnesota Supreme Court 
38; publicity program 44,96,338; graded 
commissions 47,172,254,299,354; fraud 
suit 55; Georgia qualification bill 81; 
countersignature 119,140,323; non-resi- 
dent bill 126; 10% law 133; New York 
state-city controversy 159,191,348; mu- 
tual agents meeting date 223; Florida 
mutual agents organize 252; N. C. mu- 
tual agents elect 263; part-time agents 
265; N. YY. “1752” club 266; Tennessee 
mutual agents 303; Cincinnati agents 
352; Virginia mutual agents 368; L- 
censing of auto dealers 369; N. E. mu- 
tual agents 37.. 


ALIEN INSURANCE — data 
communications office 52. 


COURTS — Missouri compromise 1; At- 
lanta anti-trust 2,15,212,309,346; hos- 
pitalization plans 25; Missouri anti- 
trust 27,215,253,268,355; muiual sarplus 
30; acts of agents 38; guest law 86,120; 
reciprocal regulation 88; Cocoanut 
Grove 107,136; Tacoma bridge 122,280; 
mortgagee 127; unemployment compen- 
sation 137,235; Arkansas compensation 
141; unauthorized practice 154,211,272; 
Maryland Casualty Suit 157,386; N. Y. 
anti-trust 165,249,295; interstate com- 
merce 225,331; part-time agents 265; 
Illinois compensation award 387. 


COMMISSIONERS — association 4,5,53, 
72,153,168,228.301,328; Arkansas 110; 
California 75,83,353; Connecticut 
144,244,284; Hawaii 187; Idaho 17; LIlli- 
nois 42,118,177; Kentucky 234,271; 
Maryland 171,379; Massachusetts 306; 
Michigan 10,19,35; Minnesota 250; New 


curb 13; 


Hampshire 155.230; New Jersey 24; 
New York 29,257,349,377; Ohio 7,46; 
Oklahoma 190,316; Pennsylvania 21, 


367; Rhode Island 90; South Dakota 
108; Texas 69; Utah 85; Vermont 164; 
Washington 313; Wisconsin 162, 183, 
317: Wyoming 104; Canada 276,382, 


COMPANY RETIREMENTS — Ohlo Un- 
derwriters 106; General Schuyler 289. 

DEATHS — Cronin 28; Chase 63; Hay- 
cock 92; Forshay 115; Danforth 121; 
Hedge 148; Higgins 206; Howell 222; 
Muller 243; Robbins 267; Whitney 292; 
Pearson 319; Campbell 335. 

FEDERAL AGENCIES — Atlanta anti- 
trust 2,151,212,309,346; Federal income 
tax 11; REA cooperatives 26,193 260, 
358; DPC agency allowance 33; WPB 
rebuilding regulations 49; HOLC liqui- 
dation 70; Clark appointment 91; war 
damage 11,32,54,71,78,80,82,84,117,124, 
129,156,166,199,245; 48-hour work week 
143,169; FDIC 146; crop insurance 150, 
236,287,325.365; OCD 15,288,339,372; In- 
terstate Commerce Commission 180,315, 
324; War Manpower Commission 238; 
Navy Dept. air travel linbility 246; Dr. 
Manes advisor to A.S.T.P, 281; Civil 
Aeronautics Authority 327, 

FIRE LOSSES — Fall River salvage 6; 
1942 fire losses 8; January fire losses 
41; February fire losses 93; Cocoanut 
Grove 107,136; March fire losses 134; 
April fire losses ‘97; fire prevention 
week 219; May fire losses 233; June 


August fire losses 362. 


LEGISLATION — Georgia qualification 
bill 81; war exclusion clause 82,156, 
318; financial responsibility 87,192; re- 
newal certificates 95,312; aircraft cover 
98; multiple writers 100; non-assessable 
123,142; non - resident agents 126; 
agents 10% law 133; adjusters 139; 
crop insurance 150,236,287,325,365; per- 
sonal property floater ‘52; social se- 
eurity 185,220; Pepper bill 241; Virginia 
compulsory auto hearing 251,314; ad- 
vertising claims 341; anti-trust 378. 

MARINE INSURANCE — 1942 losses 31; 
Association of Marine Underwriters 


25. 


MUTUAL EXECUTIVES — Grain Deal- 
ers 40,359; Indiana Lumbermens 43; 
Millers of Alton 50,298; Illinois Mutual 
58; Farmers Mutual Hail 68; Ohio 
Hardware 76; American Mutual Liabil- 
ity 113; Lumbermens Mutual Casualty 
114,175,342; Hardware of Minnesota 
161; Mutual Fire of D. C. 196; Employ- 
ers Mutual Liability 218; Mutual Fire 
Ins. Assn. of N. E. 232,351; Virginia 
Assn. of Mutual Ins. Cos. 242; Michigan 
Mutual Liability 262; Improved Risk 
Mutuals 279; N. Y¥. State Mutual Casu- 
alty Cos. 297; Fitchburg Mutual 305; 
Liberty 329; Wawanesa Mutual 363. 


NEW COMPANIES — REA cooperatives 
26, 93,260,358; North State Insurance 
Co. 320; Economy Insurance Co. 326; 
Associated Indemnity purchased 310. 

ORGANIZATIONS — NEPA 9,56,77,176, 
264; National Bureau of C & S Under- 
writers 12,184; National Safety Council 
23,336; Committee for Protection of In- 
dustrial Plants 40; Factory Insurance 
Assn. 48,247; National Fire Waste 
Council 51,116,261; Ihdependent Fire 
Insurance Conference (Canada) 57; 
U. S. Chamber of Commerce 60,103,229, 
337; Insurance Accounting & Statisti- 
eal Assn. 74,145; American Management 
Assn. 79,213; American Institute for 
Property & Liability Underwriters 89, 
278; National Board of Fire Underwrit- 
ers 97,214,270; Assn. of Marine Under- 
writers 125; International Claim Assn. 
132, 361; Special Libraries Assn. 138; 
Air Transport Assn. 149; NAUA 158,170; 
National Assn. of Insurance Brokers 
167; Underwriters’ Laboratories 174; 
Federation Loss Managers Conference 
178; Insurance Advertising Conference 
179; Assn. of Casualty & Surety Execu- 
tives 189; Midwest Safety Conference 
194; International Assn. of Insurance 
Counsel 200; Accident & Health Under- 
writers 202; American Bar Assn. 207; 
National Assn. of Independent Adjust- 
ers 209, 375; Insurance Society of New 
York 210; National Assn. of Credit 
Men 226; Assn. of Insurance Attorneys 
273; National Assn. of Mutual Ins. Cos. 
307; Assn. of Mutual Fire Ins. Engi- 
neers 333; Pa. Firemen’s Training Con- 
ference 334; Long Island College of 
Medicine 350; Insurance Executives 
Assn. 364; Planning for Postwar 370; 
Federation of Mutual Fire Ins. Cos. 383, 

POLICY FORMS — personal liability 
standardizations 18; war exclusion 
clause 82,156.318; renewal certificates 
95,312,347; ride-sharing 112.203; resi- 
dence theft 130; collision form 158,170; 
N. Y¥. endorsement 173; Minnesota 


ments 231; Arizona fire policy 237,357; 
Mississippi fire policy 248; farm em- 
ployers liability 269,304,366; Montana 
fire policy 291; Iowa fire policy 296; 
New Mexico fire policy 300; Idaho fire 
policy 360; Nevada fire policy 381; 
Washington fire policy 384. 

PREMIUMS — Canadian fire 73; U. S. 
fire 109; U. S. casualty 135; country- 
wide automobile 195; countrywide com- 
pensation 217; aviation 356; Mutual 
Directory 374. 

RATES — Arkansas compensation probe 
37; automobile 34; boiler 36; FIA dis- 
crimination 45; Texas compensation 16, 
62,294; Washington fire 3; Illinois 
equity 61; group rating 66; War Dept. 
rating plan 131,255; W. C. graded ex- 
pense 172,254,299,354; Kansas equity 
201; N. Y¥. compensation 224; Okla- 
homa compensation 258,332; Indiana 
auto 274; Utah compensation 256; 
Kansas fire 308; Kentucky farm 341; 
Illinois fleet 373. 

SELF INSURANCE — survey 14. 

SOCIAL SECURITY — National Re- 
sources Planning Board report 65; 
Canada 101; introduction of bill 185; 
220; AFL program 198,220; Beveridge 
visit 205; Social Security Board A & H 
survey 343. 

STATE RULINGS — Mississippi DPC 
agency allowance 33; Minnesota mul- 
tiple writers 59; New Hampshire com- 
pensation endorsement 64; Ohio reci- 
procal powers 147; Kansas cancellation 
186; Virginia licensing 188; Tennessee 
cancellation 221; Michigan statement 
275; Pennsylvania retaliatory law 311; 
Mass. renewal certificates 312; Ohio 
agent’s licenses 330; Illinois advertis- 
ing claims 340; licensing of auto deal- 
ers 369; Missouri unauthorized insur- 
ance 385; Connecticut renewal certifi- 
eates 347. 

TAX — Rhode Island 20; federal income 
tax 11; Maine moratorium 94; Seattle 
290. 

TRAFFIC — 1942 auto death 39; Janu- 
ary-February auto death 67; financial 
responsibility 87,192; war transit pool 
99; N. Y. responsibility law 102; traffic 
contest awards 111; ride-sharing 112, 
203; Canadian accidents 128; March 
auto death 163; Traffic Institute 181; 
Pennsylvania assigned risk plan 182; 
April auto death 216; May auto death 
259; Michigan assigned risk plan 277; 
Indiana assigned risk plan 285; Ohio 
ass«agned risk plan 302,350; motor car- 
rier fire accidents 315; mechanical de- 
fect accidents 324; July auto death 344. 

WAR DAMAGE — expense allowance 11; 
war exclusion clause 32,82,156; com- 
pany Hability 54; premiums 71; money 
limits 78 16%: wlnss reinsurance 80; re- 
newals 84,199,245; operations 117; Brit- 
ish 124,282; report 129; Canadian 293, 


322. 

WORKMEN’S COMPENSATION — Ar- 
Kansas 37; California probe 204; coun- 
try wide compensation experience 217; 
New Hampshire 64; New York 105; 
Pepper bill 241; policy cancellation 
227; Oklahoma rates 258; Texas 16,62, 
294; Utah compensation plan 256; 
N. Y. State Fund 283; Pennsylvania re- 
taliatory ruling 3‘1; overtime wages 


345; Illinois Industrial data 376. 
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Social Security Plans and 
Developments 


BY REINHARD A. HOHAUS* 


Associate AcTuaRY, METROPOLITAN LiFe INsuR- 
ANCE COMPANY 


HE wants of the ordinary citi- 

zen in this or in any other coun- 

try can be compressed into two 
simple words — “work” and “secur- 
ity.” But they are very broad terms. 
They mean different things to differ- 
ent people. To the Nazi and Fascist 
work means practical slavery of the 
individual; security means complete 
dependence on the state for food, 
shelter and other necessities and con- 
veniences of life. But to us in the 
democracies work and security imply 
something entirely different—a mean- 
ing founded on the proposition that 
the individual has certain rights with 
which he was endowed by his Cre- 
ator, and which can be_ neither 
granted nor revoked by the State. 


We know that the individual, by 
his very nature, is a free man and 
that the democratic form of society 
means a community of free people 
banded together in the spirit of mu- 
tual respect and self-discipline. We 
have faith in the ability and the 
power of the common man, together 
with his fellow-citizens, to direct and 
mold the future of his country. But 
the appalling impacts of the war have 
made us realize much more clearly 
than before that with that freedom 
and with that power goes responsi- 
bility, and much is expected of the 
individual if he is to be worthy of 
the rights with which he was born. 


And this has meant that definite 
obligations are placed on the indi- 
vidual in at least three directions— 
(1) to himself and his family, 

(2) to those for whom and with 
whom he works, and 

(3) to society as represented by his 
fellow-citizens and himself, and 
the agencies they have set up for 
their common good. 


Applying this to the topic of our 
discussion, we know that in the fore- 
front of these obligations has always 
been that of providing a reasonable 
amount of security against the ma- 
jor hazards of life. That challenge 
has been accepted in each of the 
three directions to which I have just 
*An address by Mr. Hohaus delivered before 
the annual meeting of the Federation of Mutual 


Fire Insurance Companies, Chicago, September 
28, 1943. 


referred by the development over the 
years of three different classes of 
insurance. The first, in order of 
time, is individual insurance—protec- 
tion the individual secures for him- 
self and his family; the second a 
variety of employee benefit plans of 
which Group insurance is an outstand- 
ing American contribution; and the 
third social insurance—designed for 
the well-being of our fellow-citizens 
in times of adversity. Each has its 
own function to perform and need 
not, and should not, be competitive 
with the others. When soundly con- 
ceived, each class of insurance can 
perform its role better because of the 
existence of the other two classes. 
Properly integrated, they may be 
looked upon as a three-legged stool 
affording solid and well-rounded pro- 
tection for the citizen. 


Individual Insurance 


The success of democratic proc- 
esses depends largely on the extent 
to which the individual may and does 
assume his responsibilities as a citi- 
zen and as a family man. Among 
the responsibilities he naturally feels 
most keenly are those that concern 
the security and welfare of those de- 
pendent upon him. He will wish to 
set his own level of protection, and 
individual insurance programs give 
him the opportunity to do so. In- 
deed, individual insurance is an in- 
stitution essential to and character- 
istic of that innate spirit of self-re- 
liance which is and must continue to 
be traditionally American. The very 
large volume in force reflects better 
than anything else I know the real 
value of this insurance to our people. 


Group Insurance 


Group insurance is historically a 
much later development than individ- 
ual insurance. The idea of group 
protection may be traced to the more 
or less natural feeling of responsibil- 
ity on the part of the employees in 
an organization and their employer 
for the welfare of the individual 
worker and his family in times of 
stress. At first, this often took the 
form of “passing the hat” for the 
employee who had met with some 
misfortune, such as sickness or death. 
This arrangement, however, while 
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motivated by a most commendable 
spirit, was generally too haphazard 
and too much in the nature of charity 
to be the most satisfactory basis 
through which employees as a group 
could protect themselves against the 
major hazards they were facing. 

Hence there developed various 
types of employee benefit plans aim- 
ing to give a more definite measure of 
protection in a manner better suited 
to preserve the beneficiaries’ self- 
respect and dignity. In some cases 
these plans were initiated and oper- 
ated solely by employees, in others by 
the employer, and in still others by 
joint action of employees and employ- 
er who shared the cost between them. 
The first employee benefit plans were 
self-insured. However, usually for 
lack of actuarial guidance, many of 
them turned out to be unsound and 
in due time ran into difficulties. Spon- 
sors of such plans then turned in- 
creasingly to actuaries and insurance 
companies for advice and assistance, 
with the innovation and growth of 
group insurance following as a na- 
tural result. 

Recent years have seen a great ex- 
pansion of soundly conceived and 
operated group plans. They have ex- 
panded both in the scope of benefits 
provided and in the number of em- 
ployees covered, and we may expect 
this to continue. By providing a 
measure of security on a basis de- 
signed to preserve or bolster the dig- 
nity of the individual employee, such 
plans have indeed become an impor- 
tant element in maintaining not only 
good industrial relations but also that 
faith and confidence in the existing 
order on which the democratic spirit 
thrives. 


Social Insurance 


OCIAL insurance is the newest 

branch of insurance in this coun- 
try. Without proper preventive or 
protective safeguards, the individual 
is naturally exposed to certain eco- 
nomic risks—such as old age de- 
pendency and unemployment. These 
may take such large tolls in terms 
of human and financial values as to 
warrant the name of “social hazards.” 
For a social hazard that lends itself 
to this form of treatment, social in- 
surance generally aims to fulfill in 
a more orderly and systematic man- 
ner—better adapted to the existing 
social and economic environment—a 
responsibility society had to a large 
extent assumed in the past through 
other channels. 


The fundamental objective of this 
insurance is to provide a measure of 
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economic security on a basis making 
for self-respect—usually as a legal 
right—for as large a proportion of 
the population as is_ practicable. 
Moreover, with a view to maintaining 
interest in the plan and a healthy 
spirit of independence and _ self-re- 
liance among its members employee 
contributions toward the cost are 
often required. The basic aim in the 
matter of benefits should be that they 
approach “social adequacy” for the 
insured and his family—that is that 
they represent, so far as practicable, 
a basic layer of family protection. 
The benefits should therefore be re- 
lated primarily to the probable min- 
imum requirements to keep the fam- 
ily as a whole from becoming public 
charges. 


Under such a philosophy it is ob- 
vious that the level of protection in 
social insurance may be, and usually 
is, quite different from that set for 
the insured in either individual or 
Group insurance. Social insurance is 
compulsory with uniformity of bene- 
fits. That makes it unnecessary to 
aim at individual equity, in the sense 
of a mathematical equivalent of his 
individual premiums to the risk he 
represents—a relationship which must 
be present in voluntary insurance to 
avoid insolvency. 





The democratic concept of social 
insurance benefits—or, for that mat- 
ter, of any other social service bene- 
fits—involves striking a very delicate 
balance between two extremes. On 
the one hand, provision of too much 
in the way of benefits, besides pre- 
senting serious financial and economic 
problems, stifles initiative, and the 
spirit to excel ; and makes for general 
indifference and poor citizenship. 
Failure to approach social adequacy, 
on the other hand, fosters unrest and 
a desire to change the order of things 
in the hope of thereby obtaining 
greater security. For a democratic 
people to strike this balance is often 
not an easy task. Yet it must do so, 
if it is to remain democratic, for 
neither extreme is a healthy or an 
enduring state. 


For well over thirty years the Met- 
ropolitan has devoted extensive and 
very sympathetic study to the sub- 
ject of social security, and it has been 
my privilege to have had a part in 
that work. Out of it has grown a 
conviction that the man in the street 
has a very encouraging understanding 
of the proper role of social insur- 
ance, even though experts may and 
do disagree concerning various tech- 
nical questions present in this new 


field. 
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The experience has shown that the 
American citizen welcomes an oppor- 
tunity to contribute to the cost of so- 
cial insurance because he wishes to 
be a partner in the plan—not simply 
a beneficiary—and because he knows 
there is little justification for a means 
cr needs test if he is sharing directly 
in the cost. He dislikes a means test 
not only for its somewhat humiliating 
implications, but because he is fearful 
that such provision as he makes for 
himself and his family through insur- 
ance, savings, etc. will become of 
little or no avail if his social insur- 
ance benefits are reduced because of 
that provision. 


He also objects to class distinctions 
in determining who is covered by a 
compulsory state plan. He much pre- 
fers an arrangement, such as that in 
our Federal Old-Age Plan, under 
which both the newest mail boy and 
the president of the firm are included 
—making it a truly American plan. 


Our worthy citizen also realizes 
that the family is the unit in our dem- 
ocratic form of society—and he wel- 
comed the change made in our Fed- 
eral Plan in 1939 by which benefits 
are determined by the composition of 
the family unit. However, he does 
not feel a government plan need pay 
a widow a pension simply because she 
is a widow—but only if she has minor 
children to take care of or is too old 
to work. If a married man does not 
want his wife to have to return to 
work after his death—even though 
she is able to work and has no chil- 
dren to take care of-—that, the citizen 
will agree, is a very commendable de- 
sire, but he feels it is a purely indi- 
vidual responsibility, and not one of 
society, to provide the appropriate 
protection through insurance. 


Likewise he feels the government 
plan need not pay an old-age pension 
until the worker has both reached the 
required age and retired. If one 
wants an annuity at a given age, ir- 
respective of his employment status, 
that also is a matter for the individ- 
ual, and not society, to arrange. 


Summing up, our man in the street 
feels that all he should be required to 
aid his fellow-citizen in providing is 
a basic layer of protection—subsist- 
ence is the term Beveridge uses—in 
event of death, old age, unemploy- 
ment or other hazards serious and 
common enough to require automatic 
cooperative provision through social 
insurance. And having that attitude, 
he knows turn about is fair play, and 
so he does not expect his fellow-cit- 
izen to assume any greater responsi- 
bility for him. Any added protection 





that either may desire he expects to 
be taken on as a personal responsibil- 
ity. The story of American Life in- 
surance is ample testimony to the way 
in which such personal responsibili- 
ties have been accepted. 

There is nothing new in these prin- 
ciples we have been discussing. They 
are already incorporated to a sub- 
stantial degree in the Federal Old- 
Age and Survivors’ Insurance Plan. 
They are also to be found in the basic 
social insurance philosophy of the 
Beveridge Report. There is, how- 
ever, another principle stated by 
Beveridge that needs much more em- 
phasis in this country—namely, that 
no scheme of social security is satis- 
factory if there is mass unemploy- 
ment, or unemployment prolonged 
year after year for the same individ- 
ual. In other words, it is work which 
makes security possible. We can 
have, and have had, work without 
security. But we can never have se- 
curity without reasonable regular 
employment of our praductive econ- 
omy. 

That principle will not strike our 
ordinary citizen as very startling, 
since he knows from his own experi- 
ence in setting up and maintaining his 
individual security program that 
work is a prerequisite to security. It 
does not surprise him to be told that 
this same principle likewise holds for 
any social insurance plan which at- 
tempts to do a satisfactory job for 
society as a whole. 

What, then, of the future of social 
security, bearing in mind the funda- 
mentals we have outlined ? 


Old-Age and Survivors’ Insurance 
HILE the present Federal Old- 
Age and Survivors’ Insurance 

Plan represents a decided improve- 
ment over the original measures of 
1935, there seems to be general agree- 
ment that it is still far from perfect 
in a number of ways. Changes which 
should be made when technical and 
other practical considerations permit, 
include : 

1. Enlargement of the scope of cov- 
erage to bring in groups of work- 
ers now excluded—such as em- 
ployees of the government and 
non-profit organizations, and do- 
mestic and agricultural workers. 

2. Simplification of the benefit form- 
ula with further emphasis on “so- 
cial adequacy” and less on “in- 
dividual equity” as the benefit cri- 
terion. 

3. Simplification and improvement in 
the requirements for an insured 
status under the plan, including 











continuance of such status for 
men in the armed forces. 


4. Inclusion of some provision for 
the present aged not under the 
plan in lieu of the financial as- 
sistance granted by the Federal 
government to the States for their 
Old-Age Assistance Plans. 

Some provision for persons who 
become “prematurely superannu- 
ated” before age 65, as for ex- 
ample those who are permanently 
disabled for further work and 
have attained some set age such as 


55 or 60. 


Of the utmost importance in any 
old-age plan is a thorough under- 
standing of the cost trends down 
through the years. Long-range ex- 
pert forecasts are indispensable in 
determining what scale of benefits can 
be supported by the nation’s economy, 
bearing in mind the other major 
claims on the national purse and the 
priorities to be accorded them. Such 
forecasts are also necessary in con- 
sidering questions as to the nature, 
sources and range of the contribu- 
tions and taxes which will be required 
over the years to provide the funds 
for the benefit payments. 

This brings us to the very disturb- 
ing fact that there still appears to be 
considerable confusion as to the prin- 
ciples which should underlie the fi- 
nancing of the plan. It is a difficult 
and elusive problem on which un- 
sound reasoning is not at all unusual. 
It is not one which can be dealt with 
merely on a year-to-year basis, but 
must take into account the fact that 
the annual outlay for benefits will in- 
crease for many years. This fact, 
together with the eventual magnitude 
of the amounts involved, makes it 
imperative that the problem be stud- 
ied in close connection with, and not 
independently of, other fiscal and 
economic problems of the Govern- 
ment. We must not defer much long- 
er a careful weighing of the various 
considerations present so that a sound 
decision will be reached as to the pol- 
icy to be followed for financing the 
future benefit outlays. Inability to 
meet promised benefits, whether due 
to lack of a financial policy or the 
adoption of an unsound one, would 
surely lead to widespread disappoint- 
ment, and there is no greater danger 
to a democracy than a disillusioned 
people. 


on 


Unemployment Insurance 
HILE there has been substan- 
tial progress in the Old-Age 
Insurance field since 1935, we find an 
entirely different situation as to un- 
employment insurance. 
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In spite of a comprehensive attempt 
on the part of the Federal and State 
governments to meet a very important 
part of the problem of unemployment 
through social insurance, the plans 
now in operation are not based on a 
proper understanding of the social in- 
surance approach. They show little 
appreciation of the “social adequacy” 
principle. Benefits are too closely 
geared to prior wages. Except in the 
District of Columbia, family respon- 
sibilities are completely ignored. ‘In 
general the various benefit formulae 
used result in “over-adequate” bene- 
fits for some and decidedly inadequate 
benefits for others—especially those 
with dependents who should be the 
first consideration of any government 
which regards the family as the basic 
unit in its social structure. 


Because of changed employment 
conditions due to the war, these weak- 
nesses in our unemployment compen- 
sation laws have not forced them- 
selves on public attention as much as 
they might otherwise have done. 
Their solution need not present in- 
superable difficulties. The main re- 
quirement would seem to be a wider 
application of the principles already 
operative in the Federal Old-Age and 
Survivors’ Insurance Plan—viz., a 
better social adequacy minimum, al- 
lowance for dependents, and em- 
ployee contributions. A decided 
change in emphasis from “individual 
equity” to “social adequacy” for the 
benefits, and a general sharing in the 
cost by employees, as well as employ- 
ers, should also serve to dispose of 
the recurring controversy as to “ex- 
perience rating.” 


The 1939 amendments of the Fed- 
eral Old-Age Plan were largely the 
result of democratic processes work- 
ing through a Special Advisory 
Council in which employers, labor 
and the public were represented. It 
is unfortunate that proposals to set 
up a similar Advisory Council for un- 
employment insurance have not so 
far been adopted. To do the most 
good changes in unemployment in- 
surance along the lines I have indi- 
cated should come about before the 
post-war depression, which many 
foresee as inevitable, but the present 
outlook for such a development is 
quite discouraging. One must turn 
for consolation and encouragement to 
the splendid way in which our coun- 
trymen have accepted thrift and 
“putting one’s financial house in or- 
der” as a personal responsibility. The 
present great accomplishments in that 
field will aid the individual partici- 
pant in meeting the stormy days 
ahead. Yet it is to those who lack 
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the foresight or the current ability 
to make such preparation that social 
insurance can be of the greatest value 
in the post-war period. It would be 
unfortunate therefore if its capacity 
to fulfill this function should remain 
impaired due to a lack of general 
understanding. 


Health Insurance 

OCIAL health insurance in this 

country is still mainly in the dis- 
cussion stage, and the situation re- 
garding it is very confused. Even 
some ot the most fundamental ques- 
tions remain to be answered. There 
is disagreement as to the need for 
compulsion in this field; as to how 
the responsibility for administering 
a compulsory plan should be allocated 
or apportioned among the various 
levels of government—Federal, state 
and local; as to whether government 
itself should set up the organization 
for paying benefits or rendering serv- 
ice, or should merely require individ- 
uals to find or create organizations 
for themselves. 


Then, again, we find major differ- 
ences of opinion as to the implications 
of such terms as “Health Insurance” 
or “adequate medical care.” 


What significance is to be read into 
the fact that millions of individuals 
and their families have voluntarily be- 
come insured with insurance com- 
panies, hospital service plans, etc., 
for weekly or monthly cash benefits 
in the event of accident or sickness, 
for hospital expenses, or for benefits 
in the event of surgical operations ; 
while plans offering msurance in one 
form or another for general medical 
care have met with relatively limited 
response ? 


Should medical care protection be 
on the basis of providing the services 
in kind, or should it take the form of 
complete or partial indemnification of 
the individual for the charges made 
by the physician or institution in ques- 
tion? If services in kind, how should 
the doctor be compensated—by sal- 
ary, on a per capita panel basis, or 
on a fee-for-service basis? Should 
the plan be entirely under medical 
control, or should other interests take 
part in its management? 


Should a_ health insurance plan 
limit its benefits to caring for the dis- 
abled, or should it attempt to supple- 
ment, or even take over the various 
kinds of preventive work now being 
done by Public Health and other 
agencies ? 

(Continued on page 24) 
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Home officers of modern industry have learned that it 
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ys to plan for the welfare of the 


men on the production lines. 


What Can Private Enterprise 
Do to Preserve Itself? 


BY W. A. PATTERSON * 


Presipent, Unitep Arr Lines 


STARTED out a few years ago 

with the idea of preserving pri- 

vate enterprise and began by 
making an attack first on what I 
thought was being done in the wrong 
way. I didn’t disagree so much with 
the ideals of our administration, but 
I did disagree with the administra- 
tion in the execution of laws and reg- 
ulations that were designed to ac- 
complish those ideals. I thought pos- 
sibly one way to bring about a change 
was to become active in politics, to 
the extent a business man should, and 
that is to inform people of what may 
be wrong and how it is harming them 
and what could be done to correct it. 


My conclusion, as I look back on 
that experience of about five years 


*Excerpts from a discussion by Mr. Patterson 
before the annual meeting of the Federation of 
Mutual Fire Insurance Companies, Chicago, Sep- 
tember 28, 1943 


ago, is that my approach was wrong. 
First, | was talking to people, the 
average man on the street who votes, 
and I came to the conclusion, not only 
from the response I got from those 
people but from my conversation with 
them, that they may have lacked con- 
fidence in me and, in the final analy- 
sis, I came to the conclusion that my 
work in that direction had been in- 
effective. 


And then I tried to analyze what 
the opposition was doing, using cer- 
tain business comparisons. We know 
in our business in selling something, 
we try to sell our strong points and 
sell the weakness in others. We know 
in athletics, in baseball, a good pitcher 
feeds us something to our particular 
weak spot, and in football and in 
military strategy we have what we 





call the “soft spot attack,” and in 
analyzing that further, I said to my- 
self, “Where are these fellows hitting 
us? They are hitting us in our soft 
spot,” and the conclusion was that 
they were hitting us on our social and 
economic accomplishments under the 
free enterprise system. And as we 
analyzed that further, I had heard 
myself say in the past that our social 
and economic standards were a by- 
product or an outgrowth of the free 
enterprise system. 


Further taking inventory, I said to 
myself, “Have I ever measured the 
social and economic result of our 
business on the communities we 
serve ?”’ 


Now, it is difficult for a small com- 
pany such as ours to measure the so- 
cial impact or the economic benefit to 
a community such as Chicago, because 
we are small, but we selected a very 
small town on our line but one that 
is quite representative — Cheyenne, 
Wyoming. There, it happens that 
United Airlines is the largest employ- 
er, next to the Army. We started to 
analyze and I visited with people be- 
cause it was clear to us we could see 
results in this way. For example, in 
calling on merchants, we found that 
our employees were good citizens; 
they paid their bills. Further than 
that, we tried to analyze as we went 
along, looking at our employees from 
the standpoint, “What are they con- 
tributing to Cheyenne socially and 
economically ?” 


Economically, they were good citi- 
zens and good employees. We went 
further and found that their children 
were attending good schools and they 
were being well educated. But also 
we found a certain delinquency among 
minors in this little town and, much 
to our surprise, we found that United 
Airlines was the cause of that de- 
linquency, because in these war times 
we were encouraging mothers and 
wives to come into our plant and as- 
sist in the construction work that we 
are doing for the military. We found 
these children were often left alone 
and because they had no control while 
their parents were working, there was 
no standard developing there that was 
a particular contribution to Wyoming 
or to Cheyenne. 


Now, we became conscious of that 
responsibility and as we look around 
the country, we find that we must 
change our philosophy and point of 
view and look a little deeper into this 
private enterprise and what it has 
contributed. 











T one time I thought that the ob- 

ligation of our company to a 
community was to give a good serv- 
ice; if the airplane was mechanically 
in good shape and the service was 
good and operated on time and we 
gave the public full value for their 
money, that we had accomplished our 
objectives. But then it was found 
that we never looked back on that 
particular town, or on that commun- 
ity, or on that state, to observe what 
we left behind that helped that city 
move, and develop in a healthy condi- 
tion. We made no contributions to 
social institutions. And, all in all, 
as we gathered our information and 
talked with other people and saw what 
they were doing, we decided on a 
few things that we thought might in 
a small way help save private enter- 
prise by our own conduct. 

We visualized ourselves taking 
money out of communities, selling 
tickets, but that we put nothing back, 
so we decided to take our bank bal- 
ances and distribute them in every 
community on our line in proportion 
to the volume of business that that 
particular city contributed to our to- 
tal volume. That took care of one 
element of our social obligation in 
the community. 

Then it came to opportunities for 
people. Air transportation is a new 
and growing business, but still, were 
the communities benefiting from that 
growth? We found that we were em- 
ploying people as they came in, with 
no consideration whatsoever for the 
communities they came from. Then 
we decided we would employ people 
in proportion to the volume of busi- 
ness that cities gave us. For instance, 
in Illinois, 12 per cent of our total 
volume of business comes from Illi- 
nois. In normal times (not now, be- 
cause we will hire a person for our 
shops today whose body is warm, as 
you will) we will select from each 
state on our system, candidates for 
positions, so that geographically 
these communities benefit from the 
growth of air transportation. 

Now, those things, I don’t believe 
are idealistic. In measuring the re- 
action, I find as we go into these com- 
munities that the city officials, the 
civic leaders and others have a greater 
appreciation of a national public serv- 
ice organization, as ours is today com- 
pared to what it was a few years ago, 
before we started to take inventory of 
ourselves. We thought we were en- 
tirely too busy. Although I am still 
busy, I am telling people what I think 
of certain things going on in this 
country, but I am dividing the time 
between criticizing them and criticiz- 
ing ourselves. 
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The next difficulty we have had has 
been that of our employees. Our em- 
ployees haven’t had confidence in all 
of us in this private enterprise sys- 
tem, because if they had confidence in 
us, they wouldn’t be following some 
good labor leaders and then, again, 
certain racketeers that we all know 
and have had some experience with. 
They were seeking protection. They 
were not getting the proper attention 
from their superiors. I doubt if there 
are many business men in this coun- 
try, when about to make a decision, 
who actually weigh it not only from 
their stockholders’ point of view 
(which we all agree is certainly nec- 
essary) but also measure the social 
significance of the thing and its re- 
sult on the employees. * * * 





Mr. Patterson here went into the 
obligations of employers to treat em- 
ployees as human beings instead of 
commodities, citing instances where 
company men and company policies 
had been indifferent to the needs of 
those who had worked hard and sin- 
cerely for the benefit of the organiza- 
tion of which they were a part. These 
people, and employees generally, 
should be given every consideration 
and assistance. However, he contin- 
ued, the employee should be im- 
pressed with the dishonesty of mal- 
ingering and be disciplined if he is 
found taking advantage of his em- 
ployer. The relationship should be 
100 per cent on each side for the good 
of the entire concern. 





E were antagonistic when labor 
organizations first came into 
us. We felt that some people were 
infringing on our prerogatives; that 
we were the bosses. And we found 
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also in that initial approach and for 
the first few approaches that the in- 
dividual employee has an inferiority 
complex in dealing with his superior 
and the only way in which he can 
overcome that is with a militant at- 
titude. That is the only way he can 
force himself in, with the result that 
a little sympathetic treatment, giving 
him the opportunity to talk, eventu- 
ally bringing him around to a point 
where you can reason with him, we 
have found that some of our wildest 
labor leaders have sort of been pleased 
with the atmosphere and the oppor- 
tunity to dignify their negotiations. 
It is true our sailing is not all smooth 
in this respect but, at the same time, 
from further analysis, we have found 
that 90 per cent of employee griev- 
ances that are brought to us are usu- 
ally strongly in favor of the em- 
ployee. 


We have found that it wasn’t al- 
ways the philosophy or the attitude of 
top management that was being car- 
ried out. We have found that our 
foremen and our supervisors didn’t 
have an appreciation of the proper 
philosophy as executives in dealing 
with people and dealing with them 
fairly. So today we have gone back 
to correct that mistake in trying to 
educate and train our foremen in 
some of the best principles of execu- 
tive administration, so that these 
people are treated decently. 


Just the other day, while in Wash- 
ington, talking with the labor leaders 
of Great Britain, I was told they 
were not interested in the Four Free- 
coms; they were interested, I be- 
lieve, in the Four Decencies. 1] 
don’t believe I can recall all of them 
but they were a decent home, decent 
pay, decent living and one other; but 
that is what people are thinking 
about. 


In labor conditions we have further 
problems facing us. There is that 
question of unemployment following 
this war. In our company, we have 
1,000 men in service. Now, regard- 
less of war, we find that politics still 
goes on. We have heard speeches on 
the radio to the men overseas that 
the politician is going to get them a 
job when they return. I know ex- 
actly how the employees of our com- 
pany who are in the service took that 
speech. They said, “Never mind him. 
My boss has already told me my job 
is there.’ We have guaranteed to 
those people their jobs. 


Now, we are in a fortunate posi- 
tion to carry out some of these ideals 
and introduce possibly a more pol- 
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ished philosophy because we are in a 
growing business and one that only 
faces expansion following this war. 
So we can give people assurances to- 
day. The aviation manufacturers 
face a very difficult problem. But the 
main point is that we ourselves, rep- 
resenting private enterprise, must 
take care of these problems. If not, 
the politicians and those who do not 
favor private enterprise, are going to 
continue to hit us in our weak spots 
unless we are willing to accept these 
new philosophies. And I don’t think 
they are, in reality, new. We have 
always recognized them, sort of im- 
passively. We have just said private 
enterprise creates the social and eco- 
nomic standards, but we never stop- 
ped to look back to find out what 
those standards were and what im- 
pact we left. * * * 

In air transportation, when you buy 
a ticket, the gasoline is in there and 
the depreciation on the airplane, and 
all the components that go to make 
up our cost, but never have we been 
willing to accept the social obliga- 
tions, as a cost, and make our distri- 
bution direct where it can do the most 
good for social advancement rather 
than to pass it on to the middleman, 
the politician, who is going to waste 
it, capitalize it and get votes to keep 
himself in there. We pay the bill; 
the politician gets the credit. 

Now, there are certain other things 
that I see private enterprise doing 
tight in our own business that con- 
tributes more to the destruction of 
private enterprise than any laws or 
regulations or administrations. We 
have a situation today where the avi- 
ation industry has gone wild ‘in tell- 
ing the public what they are going 
to do. In some cases they are going 
to “put the railroads out of business,” 
and in others, the steamship compan- 
ies. There are people being attracted 
into buying into air transport com- 
panies who are going to be disap- 
pointed ; stockholders, if they expect 
all these great things to happen are 
going to be disappointed in the pri- 
vate enterprise system. And you are 
going to find people sometime, unless 
we stop this conversation, becoming 
unhappy with the Stock Exchange, 
as they did in 1929, when they found 
it didn’t come as fast and as easy as 
they had anticipated. 





Mr. Patterson further amplified 
the danger of overstatement, calling 
attention to the virtual impossibility 
of the airplane competing commer- 
cially with short haul service of 50 
miles or less where the plane would 
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with great difficulty beat an automo- 
bile. Therefore the investing public 
should not get enthusiastic about the 
airlines gobbling up the local bus and 
train passenger and freight business. 





OST of us are opposed to gov- 

ernment ownership. Now, to- 
day we have this international prob- 
lem, particularly across the Atlantic. 
We have certain countries that have 
declared their policy of future oper- 
ation. Great Britain has declared a 
policy of government ownership. 
France has a policy of government 
ownership, unless the plan is changed. 
We don’t know what the outcome will 
be there. The Dutch have 80 per cent 
government ownership and 20 per 
cent private interests. Sweden is 80 
per cent government and 20 per cent 
private. The Germans have govern- 
ment ownership and, all told, there 
are seven potential competitors in the 
European field, all government 
owned. 


We in our industry have recom- 
mended that we have free and wide 
open competition in the Atlantic. 
Let’s just evaluate that for a moment 
to see where we are headed. Fifty- 
four airplanes of 100-passenger ca- 
pacity would carry all the passengers 
across the North Atlantic that we had 
in our best year, 1930, plus a ten 
times growth—54 airplanes. 


We also, I think, must recognize 
the fact that we are going to get land- 
ing rights on a reciprocal basis. If 
we want landing rights in England, I 
think it is pretty certain that they are 
going to get landing rights in the 
United States, and the same is true of 
Sweden and of France and of Hol- 
land and what have you? And if we 
interpret the Atlantic Charter or we 
examine the interpretation of other 
countries of the Atlantic Charter, 
these airplanes are not going to be di- 
vided between companies, nor are the 
markets going to be divided between 
companies, but they are going to be 
divided between countries. 


Let us consider competition with 
the British, one company, government 
owned, a monopoly. If we put six or 
seven companies competing with 
England, dividing 50 per cent of the 
business and England taking a full 
100 per cent of their share, which 
country is going to operate more effi- 
ciently, more economically, and be 
somewhat away from subsidy? The 
final answer is going to be that we will 
be so busy competing with ourselves 
that we will fail to compete with the 
foreign country, with the result that 
the American Flag aviation, which is 
now the leader throughout the world, 





will probably take the same position 
as it took in our merchant marine, 
due to our own foolishness and lack 
of foresight. 


Pan-American Airways, you have 
all read of that great and grand or- 
ganization, and we have absolutely no 
affiliation and I have no interest, but 
there is an organization that pioneer- 
ed international air travel through- 
out this country for ten years and no 
one ever offered them competition. 
Today, there are certain emotional re- 
actions to the things that are going on 
in the way of acceptance of the air- 
plane, and those who are not in the 
field, and want to get into the field, 
have suddenly called Pan-American 
a vicious monopoly, and only because 
they haven’t the monopoly. I find in 
private enterprise that we are all op- 
posed to the other fellow’s monopoly 
unless we have got one. And there 
we are, as private business, calling 
another business organization the 
very thing that we resent government 
agencies calling us. 


This chaos can lead to one thing. 
There are certain people today in 
Washington who are waiting for the 
opportunity to install government 
ownership in some particular field of 
business, and air transportation pre- 
sents a wonderful opportunity. When 
this competition between ourselves 
against these government-owned mo- 
nopolies begins to show our weakness, 
we play right into the hand of those 
who say, “There is a demonstration 
of private enterprise. The only way 
we can maintain our air flag, the 
American Flag in aviation leadership 
is to compete with these foreign 
countries on the basis of their compe- 
tition with us, which is government 
ownership.” And when you sum the 
whole thing up, who caused all that? 
It will be private enterprise, by their 
conduct, their enthusiasm, their emo- 
tions and their unwillingness to study 
and analyze facts and history in trans- 
portation. They will have been the 
ones who have created this situation. 


Private enterprise has a grand op- 
portunity today, as a result of our 
job in war—but if we think we can 
go back to the old methods by changes 
in administration, without recogniz- 
ing a deeper sense of responsibility, 
our social obligation, as well as the 
economic obligation, we will have to 
think again. We must inject into our 
business that which we ask the pol- 
itician to accept. We are constantly 
saying to the politician, “We want 
you to be a statesman.” I think in 


order to help ourselves, we need more 
statesmanship in business. 
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Inspections by Fire 
Departments 


BY WILLIAM H. RODDA 


HERE is an old but mistaken 

idea that firemen spend most of 

their time playing pinochle. 
The public is inclined to feel that fire- 
men work only when they are actually 
at a fire and that at all other times 
they are merely loafing. On the con- 
trary, a fireman may be most valuable 
to his home town when he is not at 
a fire. Can you imagine a fire de- 
partment so efficient that they never 
had an alarm to answer? “Impossible” 
you may say. But let us look and see. 
It is not so very many years since the 
fireman’s sole duty was to get to the 
burning building, throw on lots of 
water to drown the blaze and then go 
back to quarters to await another 
alarm. Within recent years we have 
gradually come to believe that the 
fireman’s job is much bigger than 
that. He not only puts out the fire 
but he also keeps the fire loss as low 
as possible. Improved methods of 
handling fire streams and equipment, 
together with salvage operations now 
serve to keep losses at a minimum. 
During very recent years a great 
many people have begun to think even 
beyond the point of salvage operation 
and have asked “Isn’t it possible for 
the fire department to do even more 
than keep fire losses down? Isn’t it 
a part of their duty to prevent the 
fires before they occur?” 


This may appear to be a typical 
insurance company attitude. The 
probable reaction of the general pub- 
lic to such a suggestion would be “Of 
course the insurance companies want 
the fire department to make inspec- 
tions. Look at all the money it would 
save the insurance companies.” Cer- 
tainly it seems that the insurance com- 
panies are saved many losses and 
much money when fires are prevented, 
but we must not lose sight of the fact 
that the insurance companies merely 
distribute the losses over the popula- 
tion as a whole. When fire losses 
are prevented, it saves money for all 
of the people who purchase fire in- 
surance. The man who really saves 
by reason of fire prevention is Mr. 
John Q. Public, you—me—the store- 
keeper on the corner—everybody ! 


It is entirely reasonable then that 
the fire departments should consider 
the job of preventing fires as a part 


of their regular duties. But even 


more important to the fire department 
are the very direct benefits which it 
receives from fire loss prevention, 
and when we are talking about fire 
loss prevention we mean the inspec- 
tion of properties to eliminate fire 
hazards. It is especially true today 
that fire departments must conserve 
their apparatus, their manpower and 
their material. For several years to 
come it will be difficult or impossible 
for fire departments to replace the 
apparatus and material which may be 
used up or destroyed as a result of 
answering alarms and fighting fires. 
Even in normal peacetimes the re- 
placement of apparatus and material 
is difficult from the standpoint of 
finances and always adds a burden 
to the operations of the department. 
Therefore, every fire which is pre- 
vented saves apparatus and material, 
and keeps the fire fighting personnel 
fresh for duty at the numerous fires 
which will occur in spite of all pre- 
cautions. 


HERE is a second important sav- 

ing to the fire department that 
results from regular inspection of 
property which may be under the care 
of the department. Almost every fire- 
man has had the experience of enter- 
ing a building to fight a fire with ab- 
solutely no knowledge of the interior 
of that building. It is difficult enough 
in the daytime under the best of con- 
ditions for a person to find his way 
through a strange building, particu- 
larly if it is a large building and badly 
cut up by partitions or stock storage. 
If the fire happens to occur at night 
and the electric light current is off 
by reason of the fire, and to make it 
worse the building is partly filled with 
smoke, the fireman has to be a veri- 
table Houdini in order to find his way 
through the building to the seat af the 
fire and in case of emergency, find his 
way out again. This problem is made 
much easier for the fireman if he or 
other of his fellow firemen have been 
through the building a number of 
times while making inspections of it. 
The inspection procedure not only fa- 
miliarizes the fireman with the build- 
ing but also tells him where the seat 
of a fire is likely to be located. In 
addition, it lets him know where the 
danger points are, and what is likely 
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to happen to the roof and floors after 
they have been subjected to fire for a 
short time. Personal safety of fire- 
men is important and is one of the big 
reasons why inspections by firemen 
are of benefit to the department. 


Another advantage to the fire de- 
partment in making fire prevention 
inspections in its community is that 
properly conducted inspection work 


‘is one of the very best public rela- 


tion measures. All too often both 
full-paid professional fire depart- 
ments and volunteer departments fail 
to realize the importance of keeping 
their supporters, the public, informed 
of their activities. The public can 
hardly be expected to favor appropri- 
ations for new apparatus and material 
when they do not realize the need for 
it. The average person has only in- 
frequent contact with the fire depart- 
ment. He sees the apparatus go by at 
what he considers to be a reckless 
speed and perhaps he sees the fireman 
sitting in front of the fire house on 
a warm Summer evening. These two 
observations are not likely to make 
him favorable toward proper appro- 
priations for equipment and salaries. 
It is only rarely that the citizens of 
a community have a chance to see the 
efficiency of modern fire department 
operation. 


This situation can be corrected to 
a very large extent if the citizen re- 
ceives periodical visits from members 
of the fire department who are prop- 
erly trained to help him take care of 
his own property. It is important 
that the inspector regard himself as 
an assistant to the storekeeper or 
other proprietor rather than as a po- 
liceman. It is an opportunity for the 
fireman to answer questions regarding 
all phases of fire department opera- 
tions and to point out to the tax- 
payer that the fire department is the 
guardian of his property from one of 
the most important hazards to its 
safety. The last few years have seen 
a tremendous incfease in the number 
of persons in official capacities. The 
public is very naturally irritated at 
the mass of rules and regulations with 
which people are faced and they are 
resentful against compulsions. The 
fire department inspector has an op- 
portunity to be a friend to the general 
public rather than just another club 
at which the public can get irritated. 
It is really an opportunity for fire 
department inspectors to build pres- 
tige for themselves and their fellow 
firemen. 


There is no single program of fire 
prevention inspection work which will 
fit the need of all fire departments or 
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of all communities. The particular 
need of the community must be stud- 
ied by the fire department and a pro- 
gram worked out which will produce 
the best result under the circum- 
stances peculiar to that community. 
There will be a considerable differ- 
ence between the program of a full- 
paid fire department and that of a 
volunteer department. The inspec- 
tion work in the larger cities is fre- 
quently handled by a full-time staff 
of inspectors. In most cases the in- 
spection department is sufficiently im- 
portant to justify its being com- 
manded by a chief officer. The in- 
spectors in this fire prevention divi- 
sion of a paid fire department can be 
thoroughly trained, particularly in the 
special hazards which are present in 
that community. LEven with the pres- 
ence of such a full-time inspectors’ 
staff many fire departments will also 
arrange for members of the fire fight- 
ing companies to go out on neigh- 
horhood inspection, especially to take 
care of housekeeping conditions. In- 
spections of this type are important 
for the full-paid fire department in 
order to familiarize the firemen with 
the buildings in their districts. 


LTHOUGH there are thousands 
As paid firemen in the United 
States, the number of volunteer fire- 
men exceed the paid firemen by many 
times. It is important, therefore, to 
pay considerable attention to the in- 
spection problems of these smaller fire 
departments where the fire fighting is 
done by volunteers. It is here that 
the fireman is not only a member of 
the fire department, but is also inter 
ested in some business or enterprise 
of his own, either as proprietor or as 
an employee. He can see both sides 
of the fire department’s problem and 
he should be able to persuade his fel- 
low townsmen that prevention of fire 
pays big dividends. 


Many volunteer fire departments 
have never made fire prevention in 
spections. They have missed a splen- 
id opportunity to become acquainted 
with the hazards and the people of 
their town. One of the first objec- 
tions which is likely to be raised by 
members of a volunteer fire depart 
ment to inspections is that there is no 
time for them to do the work. This 
is hardly a valid objection, however, 
because membership in a wide-awake 
fire department always requires a cer- 
tain amount of time in training and 
actual fire fighting. A portion of the 
time given over to the fire department 
activities can very well be spent in 
making inspections. 
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Perhaps the best way to describe 
a volunteer department program 
would be to take a hypothetical case. 
We may take for example a typical 
town of about 5,000 population. 
There may be four fire companies in 
that town with a membership that 
averages about thirty men per com- 
pany. That is, there are something 
over 100 volunteer firemen in that 
community of 5,000 people. Obvi- 
ously, the most important areas of the 
town to be inspected are the mercan- 
tile sections. A moderately active in- 
spection service would be one that 
covered the mercantile buildings about 
four times a year. There are prob- 
ably 200 places in town which would 
justify inspection, including the fac- 
tories, mercantile buildings, churches 
and theatres. If these places are in- 
spected four times a year you can see 
that the average number of inspec- 
tions for each fireman would be only 
about eight per year. Certainly any 
volunteer fireman who is really inter- 
ested in reducing the fire losses of his 
community could afford the time to 
make eight inspections a year 


There are several methods by 
which the inspections could be made. 
The obvious method is for the fire- 
men to make inspections in their spare 
time as they have an opportunity. Of 
course, it is absolutely essential that 
a careful record be kept of all inspec- 
tions to make sure that all places are 
covered and that they are made at 
proper intervals. This method has 
the advantage that the firemen can 
work it in with their other activities. 
It has the additional advantage that 
the firemen are not expected and 
therefore there is no opportunity for 
the store proprietors to fix things up 
to look good especially for the in 
spection. 
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P yrsatregty D method which has been 
used in some communities is to 
arrange for an inspection day. If the 
entire fire department could arrange 
to take an afternoon off, the town 
could be inspected in one afternoon 
or certainly in a day. This method 
has the advantage that the attention 
of the community is very forcibly 
drawn to the fire prevention work of 
the department. It has the disadvan- 
tage, of course, that every storekeeper 
in town has advance notiee and will 
see to it that his trash is carried out 
and that his premises are spotless. 


In any case it is desirable that the 
firemen make their inspections in uni- 
form. This will lend dignity and 


prestige to the department and will 
prevent any impostors from taking 





advantage of the fact that the fire 
department does make inspections. In 
many cases it is also desirable that the 
firemen visit premises in pairs. One 
man is likely to see what another one 
may miss. <A third method of ar- 
ranging these inspections by volunteer 
firemen is really a combination of the 
other two. Under such an arrange- 
ment a group of firemen who can ar- 
range to take off from their regular 
activities the same afternoon can ar- 
range to make inspections of a certain 
district in the town. This preferably 
would be the district in which they 
would be the first to answer an alarm. 
These group activities frequently 
could be arranged so that there would 
be no advance notice to the propri- 
etors of mercantile establishments and 
at the same time the inspections 
would get considerable notice. This 
method apparently combines many of 
the advantages of the first two plans 
mentioned, 


It is frequently recommended that 
fire departments inspect dwellings. In 
connection with dwellings it is neces- 
sary to recognize that people are much 
more likely to resent inspection than 
they are in connection with commer- 
cial property. It is usually felt that 
any dwelling inspection program 
should be on a purely voluntary ba- 
sis, even if the fire department be- 
lieves that it has ample police power 
to enter dwellings. Because of the 
number of dwellings in a community 
the inspection of them is such a 
problem that they could not be visited 
more than once a year even under an 
ambitious program. It should be 
recognized also, that the inspection of 
dwellings is largely an educational 
project, rather than an effort to se- 
cure specific correction of fire haz- 
ards. Where this work is done the 
opportunity should be taken to discuss 
fire prevention with the householder, 
both the lady of the house and the 
gentleman, if possible, so that good 
habits will be carried throughout the 
entire year. Properly conducted, 
these dwelling inspection campaigns 
liave proved to be particularly help- 
ful in many communities. 


Many modern fire departments are 
coming to recognize the value of fire 
prevention inspection work in both 
large and small communities. It is a 
project which will pay big dividends 
to the fire department and to the com- 
munity in both peace times and war 
times. The community will be safer 
from the danger of fire and both the 
community and the fire department 
will benefit from the better mutual 
understanding between them. 
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HI rule that the business of 

insurance is not commerce was 

established by the Supreme 
Court in Paul v. Virginia, 75 U.S. 
168, decided in 1868. In that case a 
Virginia statute requiring imsurance 
companies to obtain a license and de- 
posit bonds of specified character and 
amount as a guarantee that they 
would fulfill their obligations was 
challenged by a New York company 
on the ground that insurance, as com- 
merce, was under the exclusive juris- 
diction of the Federal Government. 
In holding to the contrary Justice 
Field said : 

“Issuing a policy of insurance is not 
a transaction of commerce. The poli- 
cies are simple contracts of indemnity 
against loss by fire entered into between 
the corporation and the assured for a 
consideration paid by the latter. These 
contracts are not articles of commerce in 
any proper meaning of the word. They 
are not subjects of trade and barter of- 
fered in the market as something having 
an existence and value independent of 
the parties to them. They are not com- 
modities to be shipped or forwarded 
from one state to another and then put 
up for sale.” 

The rule established in Paul v. Vir- 
ginia has been followed by the Su- 
preme Court in a long line of cases, 
of which that of New York Life In- 
surance Co. v. Deer Lodge County, 
231 U.S. 495, is the most significant. 
in all of these subsequent cases, as 
in Paul v. Virginia itself, an insur- 
ance company was attempting to es- 
cape a state tax or regulation and was 
therefore arguing that insurance was 
commerce. In the years since the or- 
iginal decision the regulation of in- 
surance has been set up on a state ba- 
sis, with a separate insurance code 
and insurance department in each 
state, all cooperating through the Na- 
tional Association of Insurance Com- 
missioners. 


The old question is now before the 
Supreme Court again under very dif- 
ferent auspices. In one case a large 
number of fire insurance companies 
and their officers have been indicted 
on the ground that their activities, 
particularly in the fixing of rates and 
the suppression of competition 
through their regional association, the 
South-Eastern Underwriters Associa- 
tion, constitute a violation of, the 


*Summary of a discussion by Ambrose B. 
Kelly, general manager, American Mutual Rein- 
surance Company, before the insurance committee 
of the Chicago Bar Association, September 10, 
1943. 
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Sherman Anti-Trust Act. In the 
other, the Polish National Alliance, 
a large fraternal order, is charged 
with violations of the National Labor 
Relations Act. In both cases the prin- 
cipal bulwark of the defense is Paul 
v. Virginia. 

The South-Eastern Underwriters 
Association case came before Judge 
Underwood of the U. S. District 
Court at Atlanta on a demurrer to the 
indictment. In their brief counsel 
for the Government made a frontal 
attack on Paul v. Virginia, holding 
that it and the subsequent decisions 
were unsound. In support of its con- 
tention the Government presented a 
picture of the manner in which the 
insurance business is at present con- 
ducted on a national basis. Judge 
Underwood upheld the demurrer, 
pointing out that 

“The Supreme Court has repeatedly 
held, during a period of seventy-five 
years, that the business of insurance is 
not commerce, either intrastate or inter- 
state.” 

He then goes on to say 


“If there is to be any overruling of 
the long line of clear and thoroughly 
considered decisions of the Supreme 
Court, acquiesced in for seventy-five 
years’ by Congress and administrative 
agencies, it will have to be done by the 
Supreme Court itself, or by Congress.” 
This case has been appealed to the 
Supreme Court by the Government. 

The Polish National Alliance case 
has reached the point of a decision by 
the United States Circuit Court of 
Appeals for the Seventh District. 
The Court refused to hold that the 
rule established in Paul v. Virginia 
took an insurance company out from 
under the National Labor Relations 
Act. It said that in this and the 
subsequent decisions, affirming the 
rule “the court was considering the 
power of the state to tax or regulate 
and not the power of Congress under 
the commerce clause. It has fre- 
quently been held that the line which 
marks the beginning of the state’s 
power to tax or regulate is not the 
terminal boundary of federal power.” 
The Court also stressed the fact, so 
heavily underlined in Wickard v. Fil- 


burn, 317 U.S. 111, that decisions un- 


der the commerce clause in the past 
dealt almost entirely with the permis- 
sibility of state activity which it was 
claimed discriminated against or bur- 
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dened interstate commerce rather 
than with the exercise of power by 
Congress under the clause. Under 
the definitions of the terms ‘“com- 
merce” and “affecting commerce” 
contained in the National Labor Re- 
lations Act the Court held that the 
insurance business carried on by the 
Polish National Alliance was subject 
to its terms. This case has also been 
appealed to the Supreme Court. 

We therefore have two cases be- 
fore the Supreme Court, in one of 
which the rule laid down by Paul v. 
Virginia has been upheld and in the 
other it has been cast aside. To spec- 
ulate on the ultimate outcome is ob- 
viously hazardous. It is my personal 
feeling that the Court will either hand 
down an outright reversal of Paul v. 
Virginia or hold that it merely estab- 
lishes the right of the states to tax 
and regulate insurance companies in- 
suring property or doing business 
within their boundaries. In reaching 
this conclusion I am guided by the 
following considerations. 


1. The trend of recent decisions on 
the commerce clause is toward a 
very broad interpretation of the 
power it gives Congress. Three 
fairly recent decisions have pushed 
the boundary of Federal jurisdiction 
so far that the Court in the Polish 
National Alliance case could well 
say: 

“Thus, while the Supreme Court 

in the National Labor Relations 
Soard v. Jones and Laughlin, supra 
(page 30) stated “That distinction 
between what is national and what 
is local in the activities of com- 
merce is vital to the maintenance 
of our federal system’ it appears, 
from the Filburn case, that the 
boundary line marking such dis- 
tinction has been advanced to the 
point where only a mirage lies be- 
yond. Perhaps the cackle of the 
farmer’s hen as she announces the 
completion of her daily chore, or 
the squeal of his pig in its struggle 
to become a porker, are yet beyond 
this boundary line, but of this we 
give no assurance.” 
(Wickard v. Filburn, 317 U.S. 111, 
Kirshbaum v. Walling, 316 U.S. 
517, Edison v. Labor Board, 305 
US. 197,221.) 


2. The business of insurance is a na- 
tional, rather than a state business, 
conducted by corporations operat- 
ing in states other than those of 
their incorporation. The issuance 
of a contract, the point stressed in 
Paul v. Virginia is only a small 
part of their activities. They pro- 
vide loss prevention and engineer- 
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ing service; they may provide med- 
ical service in casualty and life 
fields; they have an elaborate setup 
for the production of business and 
payment of claims. Their invest- 
ments are a cross section of the 
wealth of the country. They use 
every form of interstate communica- 
tion and without the protection of 
their contracts interstate commerce 
would indeed be hampered, if not 
impossible. If this were a matter 
of first impression there can be no 
question of how the Court would 
hold. 


3. The present Supreme Court has 
shown no hesitation in overturning 
legal landmarks when it feels that 
they are no longer applicable to 
changed economic and social con- 
ditions. If the Court weighs the 
rule of “stare decisis” and a long 
line of decisions holding that in- 
surance is not commerce in _ the 
balance against a current review of 
the insurance business as conducted 
in the United States Paul v. Vir- 
ginia will hardly survive beyond 
the reading of the new decision. 


[' would be well to consider briefly 
the consequences of a holding 
that insurance cOmpanies are subject 
to Federal statutes based on the com- 
merce clause. To hold them subject 
to the Sherman Anti-Trust Act al- 
most certainly dooms the present ma- 
chinery for making and regulating 
fire and casualty rates. A period of 
free competition, if allowed to con- 
tinue very long, might have serious 
consequences to small or weak com- 
panies, since it will probably result 
in rates below cost. The public is 
likely to suffer through practices on 
the part of adjusters aimed at reduc- 
ing loss costs. The only alternative 
will be a Federal statute setting up 
machinery for controlling and ap- 
proving rates. Such a statute, when 
brought up before Congress for con- 
sideration, may well be elaborated 
into a complete Federal insurance 
code, including provisions requiring a 
Federal license, control of invest- 
ments, determination of policy forms 
and the establishment of underwrit- 
ing powers. If such a code is to be 
enacted it seems obvious that it 
should be drawn by men thoroughly 
familiar with the present problems of 
the insurance business and that its 
formulation, with the need for recon- 
ciling many different viewpoints, will 
be a tremendous task requiring many 
months. 


A recent decision of the Supreme 
Court, Hoopeston Canning Company 
v. Cullen would indicate that the gen- 
eral principle of state regulation of 
isurance transactions is not in dan- 


ger. In that case Justice Black, 


speaking for the Court, said: 
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“The states have long held great au- 
thority over property within their bor- 
ders. A state may make flood control, 
quarantine, conservation and zoning reg- 
ulations affecting property within its 
bounds. It is the source of law for the 
forms of conveyances, for the nature of 
covenants, future interests and ease- 
ments, for the construction of wills, 
trust and mortgages, and for many other 
legal principles affecting property inter- 
ests. Contracts formally made in other 
states may remain subject to the law of 
the state of the situs of the property, 
particularly in respect of immovables. 
There is no more reason to bar the state 
from authority over the insurance of 
property within it than to exclude it 
from control of all the other property 
interests mentioned.” 


We must therefore look forward, 
if Paul v. Virginia is reversed, to a 
system of dual State and Federal su- 
pervision of insurance. If confusion 
and chaos are to be avoided the best 
talent of the entire insurance busi- 
ness, working with the sympathetic 
cooperation of both State and Fed- 
eral authorities, will be needed to 
work out the details and incorporate 
them in legislation. 





SOCIAL SECURITY PLANS 
AND DEVELOPMENTS 


(Continued from page 17) 

However you answer these and 
many other related questions, you can 
probably find recommendations of 
experts to support your conclusions. 


War and Post-War Developments in 
Medical Care 


HE questions posed are not 

simply the pros and cons of ex- 
tending our present social insurance 
system to health insurance. Neither 
social insurance, as we now know it, 
nor the situation that health insur- 
ance would be designed to meet, is in 
any sense static. A number of signs 
indicate that, irrespective of our de- 
cision as to any such extension, the 
next few years will see a number of 
major developments and innovations 
in the provision of medical care. 
Probably more than one-third of our 
active physicians are now serving our 
fighting forces. Substantial reduc- 
tions in the civilian supply of dentists, 
nurses and other personnel auxiliary 
to the medical profession have also oc- 
curred. Many of us no doubt have 
already felt the impact of this 
changed situation by reason of the 
accident or sickness of members of 
our family. Can we safely assume 
that all the presumably temporary 
measures that have been or will be 
required on account of such short- 





ages will disappear when the war 
ends? May we not rather anticipate 
that, as a result of experience, at 
least some of them will be perma- 
nently retained ? 


Then too, there is the exposure of 
a very large part of the medical pro- 
fession—especially those who have 
gone straight from professional train- 
ing into the armed forces—to condi- 
tions of service which are economi- 
cally and otherwise quite different 
from those of private practice in 
peacetime. What will be their atti- 
tude after peace is won and they and 
their military and naval clientele re- 
turn to civilian life? 


It is clear then that in the field of 
health insurance there is still much 
unexplored country to be charted, de- 
spite all the discussions that have 
taken place. Following blindly the 
precedents of our established govern- 
mental plans—old-age or unemploy- 
ment—or of government plans 
adopted abroad, will not help us much. 
It may well be questioned, for ex- 
ample, whether the broad concept 
that a social minimum of protection 
against the hazards of life be gov- 
ernmentally provided should be car- 
ried over, without modification, from 
our present cash benefit coverages to 
the field of medical benefits in kind. 


Because of the intimate and _per- 
sonal nature of the service that may 
he required, it would seem the role of 
the government in this connection 
might well be one of greater aloof- 
ness, confined to making sure that 
adequate care will be provided, rather 
than directly participating in the ac- 
tual provision. Such direct partici- 
pation would seem to be appropriate 
only if no agency, able and willing to 
take on the task, can be found so that 
the choice lies between a bare min- 
imum governmentally provided and 
outright charity or nothing at all. 


In conclusion, it would seem that 
our next steps should be to effect the 
necessary improvements in the Fed- 
eral Old-Age Plan, and to have an 
advisory group make appropriate 
studies for a substantial revision of 
unemployment insurance, so that we 
can look forward to having our two 
existing schemes on a sound basis. 
Health insurance is a much more diffi- 
cult subject, and the nature of its 
still unsolved problems counsel cau- 
tion and more experimentation before 
embarking on too comprehensive and 
uniform a scheme. It would certainly 
be better to have two plans on a sat- 
isfactory basis than to add yet an- 
other to our two unsatisfactory ones. 
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“Production Line Soldiers” need basic train- 
ing too...a thorough grounding in the 
skill of avoiding industrial accidents. To aid 
its Workmen’s Compensation policyholders 
in teaching employees how to prevent 
production-line casualties, this Company’s 
Safety Engineering Department has devel- 
oped an educational plan dealing with com- 
mon shop hazards. 


This educational plan in conjunction with 
our Safety Engineering methods of mechan- 
ical hazard elimination is producing excep- 


MICHIGAN MUTUAL 





tional results. Serious wartime manpower 
losses are being minimized for employers 
using this no-cost accident prevention ser- 
vice. At the same time they are earning 
lower rates on Workmen’s Compensation 
Insurance and benefiting from substantial 
dividend payments as well. 


One of our nearby branch offices will send 
an experienced representative to explain 
our plan of prevention and protection at 
your convenience. 


LIABILITY COMPANY 


163 Madison Avenue, Detroit, Michigan 


co Nar 
Founded 1912 ey) Dividend Paying 


Workmen’s Compensation * 


Automobile ° 


General Casualty Insurance 


through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 

















eee a you! I'm putting this fist-full of money where it’ll do 
the most good . . . for my boy and yours... and for millions 
like them out there somewhere trying to keep this a fit country 
to live and work in! 

Sure, even during a war, a man, and his wife, and his kids 
hanker for things they’ve always wanted ... and yes, many of 
us could afford them... but, until I hear my boy’s footsteps on 
the front porch again, both my job and my pay are in the fight 

- because it’s my fight! 

Our one big chance right now, to help win this fight, is to 
play ball with the Government in its efforts to hold down prices. 


a 


FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wixcomia 
Mutual Implement and Hardware Insurance Company, Home Offce, Owatonna, Minnemta 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 
LICENSED IN EVERY STATE 





That means: Pay Taxes... all we’re asked! We’ve got to pay for 
this war somehow —and that’s the quickest, cheapest way. Buy 
War Bonds! . . . all we can. These bonds keep our money safe, 
with interest, while it’s in there pitching. 

And we can cooperate with the government in other ways too! 
Never bid up a price!... Never buy rationed goods without 
stamps! ... Buy nothing that you don’t really need. 

Folks, if we'll all stick to that simple loyalty code, we'll kill 
two birds with one stone —we’ll lick Hitler and Hirohito—and 
we'll lick inflation. 

Result: A saved and stabilized America. 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. 


* Offices Coast to Coast 
Compensation, Automobile and other lines of 


CASUALTY AND FIRE INSURANCE 














